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Offering a Preliminary Analysis of Your 


Investment Holdings 





“There may be again in the future a wild and runaway 
stock market, culminating in a crash as violent and danger- 
ous as that of 1929!” 


On October 10th, Mr. Charles R. Gay, President of the 
New York Stock Exchange, made this prediction as a 
definite possibility unless the Federal Reserve and Trea- 
sury were to intervene. What lies ahead in the vital 
election year before us? How far will credit inflation 
go? Will the mass of new legislation be put into execu- 
tion? What will Supreme Court tests mean marketwise ? 
Important, too, will Mussolini’s venture lead to Afro- 


European complications? 


Now is an important point to balance your diversification, 
strengthen your income and increase the enhancement 
potentialities of your investment portfolio. So that you 
may recognize any weakness in your account, Investment 
Management Service now offers to prepare a preliminary 
analysis of your security holdings, if they exceed $20,000 


in value. 


This report will comment frankly on your diversification 
and income and suggest readjustments to improve your 
financial position. It will explain precisely how our per- 
sonalized counsel could assist you and what our charge 
would be for annual supervision. There is no obligation. 
All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
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Sirs: 

The income of consumers during the 
first eight months of this year was $28,- 
800,000,000, without allowance for 
Federal relief, according to a report by 
the International Statistical Bureau. 
This was an increase of 8.5 per cent 
over the same time in 1934, but, allow- 
ing for the higher cost of living, the 
real gain in purchasing power was only 
2.9 per cent. So if Mr. Roosevelt 
should again ask the average person 
whether he is better off than he was a 
year ago and if these estimates are 
somewhere near correct, then the aver- 
age consumer would have to say, “I’m 
just 2.9 per cent better off than I was 
a year ago.” In recent weeks, however, 
prices have gone up considerably and 
probably are overtaking income, thus 
tending further to reduce purchasing 
power. By the end of the year the 
consumer will be lucky if he is 2 per 
cent better off than a year ago. 
Whether this is due to natural recov- 


ery, to the New Deal policies or to’ 


both, it is a pretty small advance. Yet 
I read reports in the newspapers of 
retail trade up 10 to 25 per cent, auto- 
mobile sales up 30 per cent and pro- 
duction of this, that and the other thing 
up 40 per cent or what have you. If 
the present rate of recovery in consum- 
er income is around 3 per cent a year 
or less, how long can production gains 
f 10, 20 or 30 per cent over a year 
go be maintained?—G. G. K., Madi- 
son, Wis. 


Sirs: 

When is watered capital not watered 
capital? Answer: when it is real estate 
assessed for taxation. Our politicians 
bleat about the “watered” capital of the 
utilities and the big corporations out 
tc extract their pounds of the public’s 
flesh, and then with a straight face 
proceed on the theory that real estate— 
for tax purposes—is worth just about 
ag much as it ever was. I am moved 
to write this by the recent announce- 
ment of the City of New York that 
the real estate assessment for 1936 is 
eoing to be $16,653,000,000, which is 
about what it was in 1928 and 1929. 
Meanwhile, the income of the taxpay- 
ers has taken a nose dive and the rentals 
yielded by real estate have declined 
probably by an average of 25 per cent 
or more. Apparently there is one 


With Our Readers 


standard for business and another for 
government.—]. L., Brooklyn, N. Y. 


Sirs: 

The so-called social law 
adopted by Congress under the spon- 
sorship of the New Deal is bound to 
prove just about the biggest joke ever 
put over on the deluded American vot- 
er. This scheme is disguised as a tax 
on payrolls and wages but in effect it is 
just a gigantic sales tax. The heavy 
tax on payrolls is certain to be added to 
the price of the product and hence will 
be by far the biggest sales tax yet im- 
posed in the endless list of such dis- 
guised levies on the purchasing power 
of every individual, rich or poor. Ger- 
many had a similar scheme, also 
financed by taxes on payrolls and the 
thing ultimately collapsed of its own 
weight, but, of course, the cheerful 
idealists at Washington are too smart 
to pay any attention to the experience 


securlty 


of other countries—R. B. Y., San 
Francisco, Calif. 
Sirs: 

Your issue of September 28 dis- 


cusses the position of cotton and its 
various ramifications. Before the Ad- 
ministration abandons its present policy 
of loaning 10 to 12 cents per pound 
to the growers, a substitute plan must 
be found that will net the growers a 
price high enough to enable them to 
make a living. 

It occurs to me, that a plan like the 
following might work out to better ad- 
vantage. Let the Government fix a 
domestic price of say 10 cents per 
pound. Do away with the processing 
tax. Then permit exports at the pre- 
vailing price in the world’s market, and 
assess to the various growers the differ- 
ence between the cost and the export 
price, all in proportion to the number 
of bales produced by the growers, irre- 
spective of whether or not any part of 
their crop was part of the exports. Let 
us assume that the cost price is 8 cents 
per pound, and 6,000,000 bales were 
exported at 6 cents. This would show 
an apparent loss of $60,000,000— 
which would be assessed against the 
various growers as outlined above. 

This plan would take the government 
out of the cotton business and do away 
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By being 
penalized for the loss on the exports 
it would tend to regulate the output 
voluntarily—W. J., New York City. 


with the processing tax. 


Sirs: 

You have had considerable to say 
about the sad plight of the poor pub- 
lic utility investor. The holder of rail- 
road stocks is also in a bad way. After 
all, there are more bankrupt railroads, 
or roads on the verge of bankruptcy, 
than utilities. What is the Government 
doing about it? It has been regulating 
them for years so that a railroad presi- 
dent can hardly walk around the block 
without getting permission from the 
I. C. C. Maybe this is a sample of 
how much Government regulation is 
going to help the utilities before they 
get through with them! After regulat- 
ing the railroads into their present mess 
and slapping still higher costs on them, 
the only remedy the Government can 
think of is to lend some of the tax- 
payers money to the weakest railroads 
to stave off inevitable bankruptcy as 
long as possible-—E. W. S., Macon, Ga. 


Sirs: 

The taxes on a gallon of gasoline 
amount to more than its wholesale cost 
On tobacco the taxes in 1918 amounted 
to about $156,000,000 and the growers 
got about $400,000,000 for their prod- 
uct. In 1931 the growers got only 
about $156,000,000 and Government 
got $444,000,000 in taxes. On most 
products the taxes now are much more 
than the manufacturer’s profit. In 
addition to the many normal risks of 
misjudgment, the odds against the in- 
vestor are growing longer. Only s 
much can be got out of any product. 
The more taxes take the less is left out 
cf which the producer can get his mar- 
gin. Taxes are rising and will rise 
much further before this New Deal is 
paid for. Investors have done a lot of 
thinking in the last two years about 
how to protect their capital against 
inflation, but there is no way to pro- 
tect it against taxes. The only way 


you can dodge this is not to have any 
money, take the pauper’s oath and sign 
up for life with the Federal relief. — 
H. C. W., Lexington, Ky. 
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The Wages of Capital 


E have always found money 

hard to get and hard to keep; 

and, on top of these normal 
difficulties, if you can get it and keep 
it you now encounter an increasingly 
baffling job to find employment for it 
in investments at anything like a profit- 
able return. 

The New Deal evidently believes in 
high wages for labor and low wages 
for capital. At any rate it has worked 
out this way, for the Administration’s 
policies have tended to lift wages and 
to lower the return on capital. Interest 
rates, depressed by slack business de- 
mand for borrowed funds and by the 
cheap money policy of the Treasury 


and the Federal Reserve Board, remain 


at record low levels. 

This has forced up prices of gilt- 
edged bonds to a level seldom seen 
more than once in a lifetime, with cor- 
responding reduction of yield. It also 
has enabled the Government and scores 
of corporations to refund old obliga- 
tions with new issues carrying a sub- 
stantially lower coupon rate. You may 


have a perfectly good bond bought 
some time ago at a price which yields 
you 4 per cent or better—only to have 
the company call the issue and tell you 
that you can take in exchange another 
bond yielding 3 per cent or take the 
cash and wonder what to do with it. 
Deposit it in a savings account and you 
will get from 2 to 2! per cent on it. 
Put it in a gilt-edged short term issue 
for maximum safety, if the prospect of 
ultimate decline in long term bonds 
frightens you, and you will get a frac- 
tion of 1 per cent. 

On the other hand, if you invest in 
the highest grade common stocks you 
will be lucky to get a current return 
much better than can be had from gilt- 
edged bonds; and against the possi- 
bility of appreciation, which the bond 
does not hold, there is in the stock a 
much greater possibility of deprecia- 
tion. That good common stocks have 
followed good bonds to low yields is 
also largely due to the New Deal credit 
policies. 

Of course, capital’s friends are con- 


fined to those who have it. It has few 
advocates at Washington where the 
favorite charge is that labor income 
declined more in depression than the 
income of capital. As the old saying 
has it, figures don’t lie but liars figure. 
The case is proved by lumping bond 
interest and dividends together as re- 
turn on capital. This is, of course, 
absurd, since bond interest does not go 
up in a boom and is not supposed to 
decline in a depression. The wages of 
capital invested in common stocks took 
a far worse beating in the depression 
than did the wages of labor. 

Both capital and wage incomes, 
however, are now having a hard time 
keeping ahead of the rising cost of 
living, which also can be charged to 
the New Deal. If inflationary trends 
gain force, purchasing power of both 
capital and labor will almost certainly 
run a losing race. 

In short, money is a nuisance—but 
we'll probably keep on trying to get it 
and to keep it and to put it to work 
on some kind of terms! 
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What Third-Quarter Statements Indicate 


Which industries and companies are making real progress? 


bigger business at a lower profit? 


Which are doing a 


Which have now more than overdiscounted 1936 


prospects? Which are in an inventory position to benefit from future price trends? 


Effect on: 


Repercussions of Higher Taxes 
Business, Stock Market, Corporate Earning Power, 


Expansion and Recovery 


By JoHN C. CRESSWILL 


Profitable Opportunities in Senior Issues With 


Convertible Privileges 
By J. S. WILLIAMS 


Higher prices for common stocks are giving value to the conversion privileges in 
selecting senior issues of leading companies. 
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The AMERICAN MERCURY 


A MAGAZINE FOR THE 
CIVILIZED MINORITY 





HE AMERICAN MERcurRY is a magazine for thinking 
gondii It gives a brilliant, critical, and entertaining 
picture of the world we live in. It is quite impartial; its only 
bias is against chicanery, knavery and quackery of all sorts 
—political, intellectual, religious and scientific. Of necessity 
it devotes to-day considerable space to laying open those 
who rule our great republic and their hopeless, harebrained 
economic panaceas. 

Bankers, attorneys, executives, clubwomen, editors— 
people from every walk of life who think independently, read 
and enjoy THE AMERICAN Mercury because it does not 
cater to public opinion. If you like your reading matter 
analytical, honest, independent, and vigorously presented, 
you will like THe Amertcan Mercury. 

















Partial contents of the November issue 


DECLINE OF OUR PROLETARIAT 
By L. M. HUSSEY 


Was Karl Marx right? Must capitalism die? Are the American 
proletarians soon to launch the long-promised Revolution? The 
answer is a categorical no, according to L. M. Hussey, who declares 
that the New Deal, through its propaganda and acts, has en- 
couraged the false idea that the old order is doomed, and that 
collectivism will take its place. Our proletariat is actually on the 
decline Mr. Hussey argues, and employs figures to clinch the point. 


EUROPE’S NUMBER-TWO MEN 
By EUGENE LYONS 


Who will rule Europe after the present dictators die? Who are 
the Number-Two Men who now lurk in the backgrourd, awaiting 
only an opportunity to grasp the reins of state? Mr. Lyons, the 
veteran foreign correspondent, describes the lesser political lights 
in Germany, Italy, Russia, Hungary and Poland, narrates their 
past history, and predicts who will some day wear the crowns of 
Hitler, Mussolini, Stalin, and the others. 


THE SUPREME COURT 
GROWS UP 
By J. H. OPPENHEIM 


After one hundred years of being kicked 
around from pillar to post in Washington, 
the black-robed jurists, in October, moved 
into their new marble temple, where they 
now will sit in regal splendor. The author, a 
well-known lawyer, tells how America’s 
highest tribunal has been seeking a home for 
100 years, and how Congress has now paid a 
debt, overdue since John Marshall’s time. 
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570 Lexington Ave., New York, N.Y. 
Enclosed find $2.00. Send me THE Amenri- 
cAN Mercury for the next 9 months. (Regu- 
larly 50¢ a copy—$5.00 a year.) 














THE STARVATION 
BLOCKADE 
By FLETCHER PRATT 


America was the originator of the effective 
hunger blockade in war. When Lincoln pro- 
claimed the closing of Southern ports in 
1861, he unwittingly paved the way for the 
most inhumane practice of modern armed 
conflict. Mr. Pratt, author of the popular 
Ordeal by Fire, tells the story of our great 
experiment” in war, comparing it to the 
evils which visited Germany in 1914-18. 


Special 
INTRODUCTORY 
OFFER 


PROSTITUTION 
IN JAPAN 
By OLAND D. RUSSELL 
Japan has solved one of the great modern 
social problems by recognizing prostitution 
as an indispensable business. Instead of 
moralizing about ladies of ill-fame, Tokyo 
treats them with honest recognition, and 
maintains for them certain sections of the 
city which are segregated in name only. 
Mr. Russell, for many vears a resident of 
Japan, has written an intimate, informative 
article about a much-discussed subject. 


ACH issue of THE AMERICAN 
MERCURY contains 128 pages 
of revealing articles on politics, sci- 
ence, arts and letters; distinguished 
stories and poetry; penetrating 
sketches of interesting people; book 
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of the New York Stock 
Exchange should feel impelled in a public address to 
sound an outspoken warning against the possibility of 
a wild stock market inflation culminating in a crash as 
violent and as oes ee as that of 1929. 

“To put it bluntly,” says Mr. Gay, “the Exchange is 
concerned with inflation.” 

He defines inflation, from the stock market point of 
view, as a distortion of values, bringing in its train 
heavy losses to the individual investor and a shock to 
business. He is careful to emphasize that he does not 
argue the present market level is an inflated one, nor 
is he predicting that stock prices will become inflated. 
What he stresses is “the inflammability of the material 
we are dealing with.” 

What is this inflammable material? It is the credit 
machinery of almost unlimited potentiality set up dur- 
ing the past two years by the Federal Government in 
its deficit financing and numerous other devices. Mr. 
Gay points out that should the Exchange, the member 
banks of the Reserve System and the S EC combine 
in an effort to apply the brakes after a dangerous boom 
started, there would still remain the immense outside 
factor of an abnormal cee 3 market, with a gigantic 
volume of excess reserves, the control of which is the 
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STOCK MARKET T is an_ extraordinary responsibility of the Federal Reserve Board and the 
INFLATION? thing that the president United States Treasury. 


If you measure stock market inflation by the volume 
of brokers’ loans or bank loans going into securities, 
there would seem to be little danger in the present 
position for there has been very little expansion in 
speculative borrowing. Yet when a general credit 
expansion is undertaken, it is impossible to earmark the 
credit created and direct it solely to the intended uses. 
Create billions in credit for any purpose and much of 
the purchasing power distributed in the spending of it 
will inevitably find its way into security purchases. 

If there is danger today of an excessive use of credit, 
that use is primarily with the Government and only 
secondarily in the stock market. It is a novel relation- 
ship and one which makes it difficult to rely on old 
conceptions of what does or does not constitute a sound 
credit position in the stock market. 

Certainly, an abnormal governmental use of credit, 
plus tax policies which make large holders of stocks 
reluctant to take profits, has been chiefly responsible 
for carrying many stocks up to prices 20 or 30 or more 
times annual earnings and to levels at which dividend 
yields in many instances are less than the return on 
gilt-edged bonds. 

Whether this is or is not dangerous, time alone will 
tell—-but if there is another boom and another crash 
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it will be very difficult for Washington to shake its 
finger at Wall Street. The Government will have 
been the chief financer and backer of the boom. 
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MOUNTING GOLD N the present evi- 
RESERVES dence it is likely 

that stocks of gold 
in the vaults of the United States Treasury by the 
end of the year will reach or exceed $10,000,000,000 
or more than 40 per cent of the monetary gold of the 
entire world. This abnormal concentration is a reflec- 
tion of our monetary and tariff policies on the one 
hand and on the other of continuing disorder and 
alarm in world finance. 

Between 1914 and 1929 our gold reserves increased 
from $2,043,000,000 to $6,604,000,000, so that clearly 
the tendency of gold to flow here is not a new thing 
but a war and post-war phenomenon. In the devalued 
dollar our present gold holdings exceed $9,500,000,000, 
the increase since the first of this year having been more 
than $1,200,000,000. 

Sitting on this impregnable hoard, Secretary of the 
Treasury Morgenthau states, with pardonable com- 
placency, that if Europe wishes to discuss monetary 
stabilization ““we are ready.” It need hardly be said 
that war-frightened Europe is not ready—far from it. 
When and if the time comes the chief responsibility 
for re-establishment of an international gold standard 
will lie with us. Meanwhile, the longer nations off the 
gold standard get along quite comfortably without it, 
the less urgent becomes their desire to go back to it. 


—_ 


WHAT PRICE 
NEUTRALITY? 


E used to hold the doc- 
trine that neutrals had 
some rights. We also 
were quite willing to concede that belligerents had the 
right to keep neutrals from spoiling their private con- 
flicts. We held to the doctrine of freedom of the seas 
throughout the World War (until we got into it), 
although we got little but insult whenever we clamored 
for it. However, we enjoyed it in fact as well as in 
theory in our trade with most of the neutral world, 
and with all the allied world. Actually, we finally 
got into that catastrophic struggle because we were more 
offended by German interferences than by the high- 
handed practices of the allies. Congress and the Presi- 
dent have now committed us to the popular doctrine 
that it is our business as a neutral to give up all neutral 
rights, in order that we may remain neutral—stay out 
of any possible involvement that might conceivably 
draw us into the vortex of war. Our first steps, how- 
ever, bring us near the brink of the pool we would 
avoid. The Italo-Ethiopian conflict has become already 
a bitter economic war for military ends between Italy 
and the League nations. We have by virtue of our 
devotion to abstract neutrality at any cost lined up, in 
fact, with France and England et al against Italy. We 
seem to be on the side of safety at that. But will our 
self denial go so far as to ban or check all trade with 
the League nations if they get into military combat 


with Italy? In consistency it should, but in actuality 
it will not—for that excess of neutrality would not add 
to our insulation from war entanglements and would 
knock our returning prosperity into a cocked hat. We 
are—all of us—all for neutrality in these days, pro- 
vided it promises security and doesn’t cost too much. 
Supine neutrality for Italy to the limit of self-supres- 
sion is endurable, but neutrality for half the world, car- 
ried to the extreme of non-intercourse is something 
else. We tried it 130 years ago—tried it until we 
were well nigh ruined. We won't do it again. And, 
thanks to blunder or design, the neutrality resolution 
does not compel the President to go so far. He may 
but he won't. 


—_ 
CANADA N Canada Prime Minister Bennett 
ELECTS has been turned out of power be- 


cause he was in. The same thing 
happened to President Hoover in 1932. Premier and 
President had the misfortune to head the state while it 
was waterlogged and dismantled by the storms of de- 
pression. Bennett was a ticketed Conservative but 
turned to the left to hold the job and keep his party 
in power. His successor, Mackenzie King, is a Liberal 
who seemed conservative compared to Bennett—but his 
old-fashioned Liberalism is not to be denied. He doesn’t 
like the Empire trade agreements, he wants less restric- 
tion of trade with the United States—and he has no 
patience with socialism, rampant in Alberta and boring 
in elsewhere. He is unequivocally against hard times. 
What he will do about them that Bennett didn’t or 
couldn’t do remains to be seen. His campaign was 
more critical than constructive. Now he must con- 
struct and be criticized. Which is something different. 
The record-breaking size of his majority seems to leave 
him without an alibi should he fail to bring good times 
-——or they should fail to come while he is power. What 
happened to the minor nuisance parties is a sign of 
what will happen to them in the United States next 
year. There is also this sign for us, that the party in 
power gets credit or debit for prosperity or misery. 
The economic indices decree the electoral statistics. 

This is not to say that the political situation in 
Canada necessarily points the way the winds are 
blowing in the United States. Bennett had served as 
Prime Minister since 1930 or through the worst part 
of the depression. Mr. Roosevelt was elected at virtu- 
ally the bottom of the depression. While our economic 
tide is in his favor there are those who will blame him 
because it is not more strongly so and others who feel 
that our own New Deal has retarded recovery by its 
over-zealous emphasis on reform. 


—_— 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 8. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, October 21, 1935. 
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OLITICAL views are molded more by 
economic conditions than by any other 
factor. Thus in 1932 when the depression 
touched its nadir popular feeling demanded a 
drastic change in government. Away with 
the administration that seemed unable to com- 
bat the hard times! Abandon the theory of 
natural recovery for aggressive attack on the 
forces of adversity ! 

Such sentiment provided the setting for the 
admirable Democratic platform and for the 
victory of Mr. Roosevelt. A frenzy of govern- 
mental action followed. 

On the evidence of the Democratic victory 
in the Congressional elections of 1934, it is clear 
that for two years or so a majority of the 
American people continued to identify Roose- 
velt with action, precisely as they had identi- 
fied Hoover with inaction. 

In the meanwhile, however, a strong minority 
opinion had begun to develop. It believed 
that Roosevelt had greatly over-done the 
original requirements of emergency action. It 
believed his excessive emphasis on reform was 
a drag on the recovery that had started so 
buoyantly in the spring of 1933. It was in- 
creasingly frightened by the Administration's 
extravagant spending, by its inability to settle 
on a coherent and efficient relief system, by 
its opportunistic jumping from one “white 
rabbit’ to an- 
other, by the reli- 
ance that it 
placed on the the- 
ories of little 
known, if not 
crack-pot, advis- 
ers, and, most of 
all, by its insati- 
able appetite for 
power to regulate 
almost every as- 
pect of business. 
It recognized 
that the Presi- 
dent had made a 
veritable traves- 
ty out of the plat- 
form upon which 
he was elected 
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| A S I S Ee I f ~ By Charles Benedict 


The Outline of a Presidential Candidate 


and to which he had pledged himself in the 
most specific terms. 

Without any possible doubt this minority 
opinion has grown steadily this year, so that 
now it is open to question whether it is any 
longer a minority point of view. The adverse 
decisions on some of the most fearsome New 
Deal ventures has created new obstacles to be 
overcome and has added to the general appre- 
hension. The people are heartened by the 
natural business improvement which has come 
in spite of dangerous and haphazard legislation. 
But to millions it is apparent that government 
planning and experimentation are not as closely 
identified with recovery as had been supposed, 
and in any event are no longer necessary. Be- 
lief has grown that Administration policies can 
only continue to retard recovery. 

Thus it is that the people are turning their 
faces away from Roosevelt toward another 
candidate who exemplifies stability—common 
sense—and economy. A candidate who takes 
the human equation into his calculations. 

Our political ideas should not be borrowed 
from Europe but should be developed on all- 
American lines to meet our particular require- 
ments. While our country has been making 
stupendous progress during the last century 
Europe has been standing still, and in 
cases. even slowly declining. The 
two psychologies 
therefore are sep- 


some 


arate and dis- 
tinct. Our view- 
point is broad 


while the Euro- 
pean attitude is 
provincial and ul- 
tra - nationalistic. 
Instead of imitat- 
ing Europe let us 
set the pace in 
government for 
the world. This 
is a big job anda 
big man is needed 
for it. 

Know a man 


(Please turn to 
page 56) 
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What’s Ahead for the Market? 


By A. T. 


the previous top level of the year, the expected 

technical rebound from the war-scare reaction 
of October 2 having expanded into a more ambitious 
movement following a public address in which Presi- 
dent Gay of the New York Stock Exchange warned 
against the threat of a runaway in- 
flation in stock prices as an outcome 
of New Deal credit policies. 

Speculators evidently reasoned: 
If eventually, why not now? The 
inflationary theme was a pleasant 
change from the chorus of war 
whoops rising and falling in Europe. 
Moreover, the technical setting was 
almost ideal for exploitation of the 
first bit of bullish ammunition that 
happened along. 

Whether this is merely another 
trading rally in a market which, by 
and large, appears to be at a gener- 
ous price level or the start of a new 
phase of intermediate or long-term 
advance is the question that now confronts us. 

On strictly technical reasoning, there are grounds 
for continued caution as respects new intermediate 
trading and investment purchases, pending either 
corrective reaction on the one hand or, on the other. 
the development of more dynamic bullish indications 
in the market’s own action or in the business trend. 


. ‘HE stock market has rallied moderately above 


Technical Reasons for Caution 


A glance at the accompanying chart, which covers 
288 stocks, shows that, despite considerable speculative 
excitement attended by new highs in various popular 
equities, the general market before the present upturn 
had held within a trading range for approximately 
nine weeks—a range, in fact, of but a trifle more than 
3 points in our average. Again, the net advance in 
this index in a period of more than two months prior 
to the present writing has been about 2 points. The 
advance between the March low and early August 
had been 20 points. In short, for the market as a 
whole there has been a loss of momentum since early 
August that cannot be safely ignored. 

While the presence of rails and utilities in this 
composite of 288 stocks has been a retarding factor 
over the past two months, it is nevertheless much 
the same doubtful technical picture that we get in 
examining any reasonably broad average of industrial 
stocks. As this is written, for example, the trading 
range for the past two months in the seventy repre- 
sentative industrials charted daily by the New York 
Herald Tribune has been approximately 4.78 points 
or 3.4 per cent from low to high. 

Even allowing for the sobering influence of the 
European war clouds—which did not exert appreci- 





MILLER 


able effect upon the market until the third week of 
September—the above record constitutes an unusually 
long period of congestion, several times as protracted, 
in fact, as any of the preceding periods of consolida- 
tion which, prior to August, had invariably been 
followed by renewed general advance. 

Unless and until the market con- 
vincingly proves the contrary, one 
is justified in suspecting that this 
relatively static period of the past 
two months has seen considerable 
distribution accomplished in many 
stocks under cover of spectacular 
strength in a limited number of 
leaders, such as Chrysler, Westing- 
house and Western Union, and a 
larger number of specialties. 

This is not to say that, barring 
definitely bearish developments in 
Europe, there must be an early and 
important reaction. It is certainly 
conceivable that a selective move- 
ment, in which as many stocks stand 
still or decline as go up, can continue for some time 
in lieu of either a broad advance or a general 


decline. 
Powerful Sponsorship” 


Indeed, from a short-term trading viewpoint, there 
are some indications which lead us to believe the 
market is “well in hand.”” What are politely referred 
to as “group operations” and “powerful sponsorship” 
are becoming increasingly the subject of published 
comment. In the old days, before the advent of the 
S E C, they would frankly have been termed “pool 
operations.” 

We are frank to say that we intend to leave to 
the quick-term speculators of the trading fraternity 
the risky problem of guessing just what this so-called 
“powerful sponsorship” is going to do for the market 
in the immediate future. 

Its increasingly bold presence is not a bull point— 
tar from it—so far as intermediate trading purchases, 
looking one to three months ahead, are concerned. 
Together with the sluggish performance of the gen- 
eral market over the past two months, it is additional 
justification for caution, regardless of possible trading 
rallies that conceivably could add another 10 per cent 
appreciation or more to popular issues which already 
have advanced 100 to 150 per cent or more from 
the quotations of last March. In many of these, 
without question, the easy part of the rise lies behind 
us and not far ahead—if it has not already been 
reached—is the crazy part. 

Moreover, while we have seen that the war threat 
can lose its hold on the market from time to time as 
European tensions slackens, it would be folly to 


THE MAGAZINE OF WALL STREET 





cpenmenane peer erceD 


t 











PRIN peein p eT 





— 


PRS TIT em 





The stock market has rallied moderately above a trading range 


which had prevailed for more than two months. Indications of 


distribution and continuing European war uncertainties justify a 


cautious policy. We do not recommend new intermediate trading 


or investment purchases. 


dismiss it from consideration in any speculative com- 
mitments made with an eye to possible appreciation 
over the next one to three months. Like most civil- 
ized people, we are reluctant to believe that Great 
Britain and Italy will not eventually find a way out 
of the present impasse without a serious war—but the 
cold reality is that the present course of developments 
lends only modest factual support to this hope. 

At home the stock market thus far has continued 
to run considerably ahead of any proportionate gain 
in business activity. The business index for more 
than two months has been characterized by stability, 
rather than by dynamic advance, although the current 
trend is moderately upward due to rising manufac- 
ture of the 1936 automobiles, a slightly more than 
seasonal advance in car loadings, expanded activity 
in production of textiles and an advance in steel 
operations which chiefly reflects renewal of activity 
in the motor plants following changeover to the new 
models. 

The textile industries in all probability are at or 
near their peak for the year. Car loadings are near 
the point where seasonal decline usually begins. Any 
further gain in steel operations will depend chiefly 
on demand from the motor industry, which indeed, 
will be the biggest single influence in determining 
aggregate business activity for the rest of the year. 
Retail trade, which continues to make a favorable 
comparison with a year ago, is, of course, entering 
its heaviest season. 

Looking further ahead, our depressed economic 
sectors continue to be construction and the heavy 
industries. We find it hard to forecast a dynamic 
recovery without considerably more improvement 


than has yet been experienced in these quarters. No 
doubt it will come, but it is a matter of time. If it 
were on the cards for a big splurge next spring one 
would naturally expect to see it anticipated in 
securities identified with construction and the heavy 
industries. Instead most construction stocks, the 
leading steel shares and the railroad equipment stocks 
have made little or no progress for two months. 

The best performance over this period has been in 
motors and accessories, the business equipment shares, 
coppers, motion picture equities, electrical equipment 
stocks, chemicals, agricultural implements and liquors. 

Over the same period the backward or sluggish 
groups—in addition to steels, construction stocks and 
railroad equipments—have been the oils, rails, pub- 
lic utilities, food brands, food chains, tin container 
makers, variety chains, sugars, tires, tobaccos and 
dairy products. 

If the speculative pot is to be kept boiling it would 
appear that some fresh leadership is required. At 
this writing the merchandising stocks and food shares, 
including dairy products and baking issues—the latter 
helped by the prospect of a general rise of 1 cent a 
loaf in the price of bread—are showing improved 
action. With the possible exception of the merchan- 
dising issues, which are favored by the season and 
by better than seasonal levels of trade, these are not 
groups which ordinarily inspire much speculative 
enthusiasm. 

Whether other recently sluggish groups, such as 
steels, construction shares, rails or oils can be suc- 
cessfully revived for more than an essentially mean- 
ingless rally remains to be demonstrated. Meanwhile 

(Please turn to page 55) 
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Happening in Washington 


By E. K. T. 





Hull, morning coat and State 





Business better practically 
everywhere and bound to get 
better yet is the Washington 
economic sharps’ verdict. Best 
fall business all around—pro- 
duction, shipments, _ retail, 
wholesale, financial since 1930. 
This despite slowing up of Gov- 
ernment’s expenditures. Diag- 
nosis is that natural recovery 
is being assisted by price read- 
justments brought about by 
controls, government cash and 
devaluation of the dollar. 
Prices are lining up with the 
59-cent dollar. Higher prices, 
but not necessarily inflation 
of the kick-back variety—just 
the readjustment to a smaller 
yardstick of prices which was 
planned and hoped for. Be- 
yond a doubt old high-dollar 
debts are now being paid off 
in new low-dollar money. 

“Maybe there will be let- 
ups” the economic medicine 
men say, but they predict 
that after 1935 will come 
a humming 1936. Revival 
of machine tool industry is 


cent dollar. 


Africa. 


bread prices. 


business men. 


Washington Sees— 


Business bustling toward a lush 1936. 
General rise of prices as readjustment to 59- 


But specter of War in the background. 
No technical inflation as yet— 


But almost certain to come in guise of smart 
recovery activity—before it is detected. 


Diplomats peacefully concluding with words 
the conflict of lethal weapons proceeding in 


Political explosives derivable from mounting 


Quick deal between low-tariff Hull (U.S.) and 
Mackenzie King (Canada). 


Smart horse-trade with Columbia—latter pays 
for what it already had free. 


Republicans trying to capture New Dealers. 


Democrats seeking subtle arguments to win 


Building boom in 1936. 


Department air. Speaks 
with a detached but sin- 
cere manner to waiting news- 
paper men: “The President 
seeks to keep out of war, 
and so wishes our nationals to 
refrain from trade with the 
belligerents.” Secretary Dan- 
iel C. Roper, sitting behind 
spacious flat-topped desk in 
vast, stately chamber, looking 
despite his Southern origin, 
like a Yankee preacher (or 
trader) says to pencil-poised 
reporters: “American citizens 
have the right to trade with all 
nations, except as forbidden by 
law. Trade with Italy and 
Abyssinia is not forbidden by 
law.” (Language in quotation 
marks is paraphrased.) 


State Department under- 
lings, always impressed by the 
superior manners and conven- 
tions of foreign diplomats, 
whisper that the Italian scrap 
is being adjusted behind the 
screens and scenes by the 





astute minds of the European 





declared to be the bugle 
blast announcing the pranc- 
ing entry of freshly burnished capital goods industries. 


Bread and potatoes: Intent on raising the price of 
potatoes the AAA has been caught unawares by rising 
bread prices. The former is obviously good, the latter is 
obviously bad. One is fair profit the other is despicable 
profiteering. In AAA Alice’s Wonderland every economic 
wonder leads to another; every control leads to an uncon- 
trol. High wheat makes votes, high bread unmakes them. 


President away, Vice-President away, even Ickes and 
Hopkins and also Tugwell away—all out of the country. 
Vacations. Terrible is the strain of high office in these 
parlous times. And how the great men are missed! 

Chester Gray, AAA chief executive, frowning furi- 
ously, says cotton control has not worked hardship to 
cropper tenants. Placid Dr. Will Alexander, Tugwell’s 
chief assistant, signs a judicial report which says cotton con- 
trol has exploited the tenants for the benefit of the land- 
lords. This presents one of the truly liberal aspects of this 
Administration. The President doesn’t care how much his 
appointees differ and quarrel. “I don’t know and don’t 
care what — is doing,” said a high official, who did 
nevertheless care. “I run my job and he runs his, and if 
he runs into me, the worse for him.” 





Enter from the rear Cordell 


A trifling difference: 
10 


chancelleries, untroubled by 
the intrusions of mere Congressmen and the like. Euro- 
pean newspaper correspondents here have no respect for 
their pompous diplomats and say brutally that they will 
mess up an inconsequential row between black shirts and 
blacks into a world-wide conflagration. 

“The Mediteranean will be the scene of another de- 
cisive naval battle of history (plus aerial combat) com- 
parable to Actium, Navarino, Lepanto and Aboukir, 
Put your money on the red—of Britain.” 


Canada trade agreement, now in the casting, will 
be revamped following all-time record victory of Liberals at 
the recent Canadian elections. Changes will probably cause 
further deferment of conclusion. Mackenzie King, new 
premier of Canada, is depreciative of the Ottawa imperial 
preferential agreements. Some of the briefs filed by Ameri- 
can interests demand revision of those agreements as a con- 
dition of a Canadian agreement. Point is made that while 
they discriminate against American goods other parts of 
the British Empire (“most favored” nation rule) would en- 
joy same concessions in the American market that may be 
accorded to Canada. 

With King in power at Ottawa, Secretary Hull will 
have a statesman of his own international trade prin- 
ciples with whom to deal. It is said in some quarters 
that an agreement will be held up until after the impend- 
ing British elections. Hinted, also, that there is a chance 
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that repercussions of the proposed 
agreement with Canada are likely 
to be so severe politically here that 
the whole business may be deferred 
until after our elections. 


Recent agreement with Colom- 
bia is remarkable for the fact that on 
the American side it is almost entirely 
one of “bound” status, that is, we 
promise not to raise any of the previ- 
ously existing duties or alter free lists 
during the life of the agreement. Some 
94 per cent of Colombia’s exports to 
the United States were already on the 
free list. This negative sort of trading 
is highly important and gives us a hold 
on reciprocal trade advantages despite 
the free list, which covers about a half 
of all our imports. Used so effectively 
in the Colombia trade that the South 
American country made big slashes on 
a long list of American products. 

Similar intelligent trading char- 
acterized the Brazil agreement, but 
the concessions obtained from Bra- 
zil’s negotiators for present and past 
favors were so great that it has not 
yet been ratified by that country. 
Gentle pressure is being applied, 
and Brazil is not being allowed to 
forget that Colombia is its chief 


competitor in the free American coffee market. 


Secretary Hull continues to preach, in season and out, 
that the United States can never have full prosperity again 
until something like old-time international trade relations No. 
are restored. He sees no hope and little use for monetary 
stabilization until trade is stabilized. Hopes to achieve a 
reciprocal deal with Canada that will be an object lesson 


in trade liberality for the whole world. 


Secretary Morgenthau said noth- 
ing new at Paris. This government for 
a long time has encouraged stabilization. 
Lately, the British have again put out 
feelers suggesting a $4.50 pound. 

The dollar is admittedly under- 
valued at 59 cents (old-style) but 
rising domestic commodity prices 
may change the situation. Proposal 
is being revived, however, that we 
should turn the dollar loose again 
and let it seek its intrinsic level with 
Sterling. 


Endless deluge of gold from all 
the world continues to cause worry. It 
is useless here and usable elsewhere— 
and also keeps silver purchases in a 
stern chase to keep up with gold im- 
ports. Under the law the more gold 
the treasury has the more silver it must 
buy—to attain the ratio of one-third as 
much silver as gold in the treasury. 
Both gold and silver values for the 
world are determined by the U. S. 
money policies. The precious metals 
come here not so much as normal trade 
movements as to get cheap dollars. 
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The United States can never have 

prosperity again until something like 

old-time international trade relations 
are restored. 





Wide World Photo 


DANIEL C. ROPER 


American citizens have the right to 
trade with all nations except as for- 


bidden by law. 


the stock and commodity markets now. 


taking hold.” 


market by the President, as in July, 1933. | 
been and is frankly inflationary—to raise prices 
flate debt. Eccles, chairman of the Federal Reserve Board, 


We have become the national 
gold and silversmiths of the world. 
Whilst getting metal in return for 
paper money instead of goods, our 


exports are slowing down. “Gold 
and silver in the treasury are not 
wealth in the pockets of exporters.” 
And the monetary base of potential 
credit expansion gets broader and 
broader. 


Inflation talk is in the air again. 
Not fiat money inflation, but credit 
inflation—and that without the aid or 
consent of the banks, which remain 
about as tight as ever. Threat made 
long ago that if the banks did not loosen 
up the Government would do the 
credit job for them is coming into effect. 
Not government grants of loans—vast, 
varied and strange as they are—are giv- 
ing reality to the threat—but deficits 
and public debts. Government borrow- 
ings are equal to 30 per cent of total 
deposits. 

More and more, deposits repre- 
sent government promises to pay: 
which is not so very different from 
promises to pay printed on green- 
back paper money. Owners of the 
deposits are liable to go some place 
with them. Seem to be headed for 

“Inflation is 


Will Government take anti-inflation measures? 
Doubt if there will even be a scolding of the stock 


Its policy has 
and de- 





present and new, believes in controlled 
inflation—and certainly will not move 
to kill it at its inception. Who, in his 
place, would dare to raise rediscount 
rates, increase reserve ratios or sell 
“governments” at this juncture? Busi- 
ness must be lively in 1936 and optimis- 
tic now. 


Real control stems from the Trea- 
sury. Balanced budget. Not possible 
before 1938, but an earnest move in 
that direction would be a steadying in- 
fluence. Probably coming, too. Dis- 
mal fiasco of work-relief program will 
be followed by return to a rigid system 
of direct relief. WPA will eventu- 
ally be a howling success as a disburser 
of public funds, but not as a lasting 
business tonic. It will contribute to 
inflationary tendency—easy money. 

Current business improvement is 
most notable in regions which have 
received disproportionate shares of 
public gratuities. Poorest communi- 
ties are, therefore, the most prosper- 
ous. Swirling inflation is up to the 
bankers. Their lending psychology 
is already changing and the desire 
to borrow is growing. 
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Is Present Business Activity the Beginning of a Natural Re- 


covery or a Potentially Dangerous Credit Inflation? 


Putting Recovery 
To the Test 


By JoHn D. C. WeELpon 


HROUGHOUT 1934 as business wobbled up hill 

and down—all the while watching the New Deal 

with apprehension—the most urgent plea was: 
“Give business a chance!” 

Today this supplication is less heard, passing out of 
vogue somewhat as did that earlier business scare-crow: 
“Monetary uncertainty.” Its passing is strong, non-statis- 
tical evidence that business must be better—much better. 

When did this change of business psychology occur? 
It was not induced by President Roosevelt's promise, some 
weeks ago, of a “breathing spell” for business. That was 
an anti-climax. Looking back, it is clear that it occurred 
when the United States Supreme Court late in May de- 
clared the NRA unconstitutional and therefore a nullity. 

It is not coincidence, but by all the evidence the simple 
relationship of cause and effect, that the present strong 
upward movement in general business activity got under 
way shortly after that decision was handed down. That 
was when the business “breathing spell” began. That was 
when the spell of fear of unlimited Federal regulation of 
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industry was magically broken and confidence was reborn. 

If we are not very badly mistaken, Mr. Roosevelt has 
taken second thought on this codeless advance of business— 
which obviously was not anticipated by him immediately 
after the N RA decision—and has decided to climb upon 
the recovery bandwagon and claim possession of the steer- 
ing wheel. 

From Washington today we are hearing little of “Tories” 
and “reactionaries” and “money changers.” Talk of mod- 
ernizing our “horse and buggy” Constitution has given 
way to a discreet silence, at least for the time being. On 
the reverse side, the spending of Federal billions of bor- 
rowed bank credit seems to be losing some of its glamor 
as a perverse public shows much more interest in the mun- 
dane matter of taxes than in vague constitutional issues. 

And so the President, ever alert to the public mood, 
assures us that, unless the Supreme Court nullifies the 
AAA and thus makes direct Treasury appropriations 
necessary to carry on the farm program, no rise in tax 
rates is probable, adding that present rates plus business 
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recovery will solve the deficit problem. He looks forward 
to decreasing emergency expenditures in the next fiscal 
year. He revises the vast budget estimate of last January 
and announces the deficit will be some $1,200,000,000 less 
than he had anticipated. 

All of the recent Roosevelt speeches have been concilia- 
tory and ingratiating. Vanished, apparently, is any idea 
of attempting to revive NRA by new legislation at the 
next session of Congress. The responsibility for solving 
the unemployment problem is placed upon business, the 
recent progress of which Mr. Roosevelt acknowledges with 
pleasure, if not to say pride. Indeed, there are suggestions 
that the New Deal would like to see international stabili- 
zation of currencies at the earliest possible time — an 
eventuality from which it shrank with horror in the sum- 
mer of 1933. 


Assurance Given? 


Co-incidently — or maybe not by coincidence — the 
United States Steel Corp. announces a $140,000,000 mod- 
ernization program; and the Morgan interests, evidently 
having faith in the recovery of the capital market, go back 
into the underwriting field. 

Now whether these important financial interests have 
any manner of private assurance or merely have done their 
own bit of reading between the lines, their action checks 
with the above indications that the New Deal’s present 
direction is veering toward the Right. In short, it appears 
that the keynote of the Roosevelt Presidential campaign is 
not going to be “reform” but our old friend—so carefully 
nurtured by the Republican party of Coolidge and Hoover 

“the full dinner pail.” 

How significant is all of this to business? How solid 
are the foundations under the present business position? 
To what extent is the advance dependent upon continued 
Federal emergency spending or other artificial and tem- 
porary influences? To what extent are inflationary 
factors taking hold? Is the breathing spell permanent? 

To begin with, it would 
be ridiculous to hold that 


existent in pre-election years usually continues in years of 
presidential elections. It is, of course, too early to assume 
this will hold true in the present situation. The election 
issues are not yet defined. Until they are, it is anyone’s 
guess whether they will be of vital concern to business or 
of vital effect upon business confidence. 


Where Uncertainty Centers 


In all such conjecture, however, the greatest uncertainty 
centers in the decisions of the Supreme Court in coming 
months on such basic contested policies of the Administra- 
tion as the A A A processing taxes, the T V A, the Guffey 
coal control law, etc. 

There exists an assumption—given a certain plausibility 
by the President’s reaction to the NR A decision—that a 
sweeping Supreme Court rout of the New Deal would force 
Mr. Roosevelt to go to the country on a clear issue of 
“modernizing” the Constitution so as to center in the 
Federal Government greatly increased, if not unlimited. 
powers to regulate industry and commerce. Such an issue, 
it need hardly be said, could not fail to be of the utmost 
business concern. 

In political importance the coming tests of the processing 
taxes and the Guffey law are undoubtedly first in the 
Administration’s estimation. Even if one assumes a New 
Deal defeat on both, it remains to be seen whether the 
President will risk taking a clear-cut constitutional issue to 
the voters. He would unquestionably be reluctant to do 
so—since this would switch his campaign strategy back 
from the vote-getting keynote of recovery to the far less 
certain vote-getter of reform—but would be guided, as 
always, by the political logic of the situation. 

When one analyzes the possible consequences of deci- 
sions adverse to the Administration on the processing taxes 
and the Guffey law it does not necessarily follow that the 
President will be shoved into a constitutional fight in the 
next election. Farm benefit payments could, and undoubt- 
edly would, be maintained out of direct Treasury appro- 
priations from the general 
revenues. In any event the 





it is a new and different 
man who occupies the 
White House or that there 
has been a major change in 
the President’s basic eco- 
nomic philosophies—philos- 
ophies which have never 
been more than vaguely 
formulated or enunciated. 
The fact is, however, that 
in large measure in politics 
the times make the man. 
Mr. Roosevelt has likened 
himself to the quarterback, 
determining the play as ex- 


has already begun. 


tial election campaign. 


The beneficial effects of Federal “pump priming” 
are decreasing and the adverse effects are increas- 
ing. Present political and economic trends dictate 
a shift to more conservative fiscal policies and this 
Its continuation will depend 
largely upon whether Supreme Court decisions ad- 
verse to the Government on basic policies inject a 


vital constitutional issue into the coming Presiden- 


President would still be in 
the position of having done 
all he could for the farmers. 

As for the Guffey law, 
Mr. Roosevelt has expressed 
his own doubts of its con- 
stitutionality. Should it be 
nullified, his position in re- 
spect to labor would be 
essentially this: “I had 
some doubts as to the con- 
stitutionality of this law, 
but I believe in its princi- 
ples and you wanted it and 
I gave it to you, along with 
other favorable legislation. 





pediency suggests. Between 
this self - characterization 
and that of critics who call him an opportunist there is no 
essential disagreement. 

It is not the President’s fundamental convictions that 
are important to business but his actions. The significant 
thing that has happened on the political front is merely 
that the logic of expediency has called for a more con- 
servative course of action. Given a continuation of reason- 
ably good business conditions, it appears a safe assumption 
that the “breathing spell’ will last at least until after the 
1936 election or more than a year. That is a helpful busi- 
ness factor. 

Historical precedent suggests that the business trend 
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It's not my fault that you 
can’t have it.” It is to be doubted that such an outcome 
would cost the President such labor support as he possesses. 

In short, on present indications, it is to be doubted that 
business is going to be confronted with a frightening con- 
stitutional issue in the coming election and the preceding 
campaign. If such an issue is forced, political logic would 
suggest that it be put over for a later fight in the event 
Mr. Roosevelt is re-elected. 

Moreover, and definitely reassuring in relation to the 
longer business outlook, political instability is the inevitable 
fruit of economic instability. The New Deal of the past 
two years was essentially what economic emergency—and a 
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public psychology of emergency—made it. This year has 
seen economic conditions more nearly stabilized than in any 
year of the depression. Clearly governmental action is 
moving with economics toward stabilization. It could not 
be otherwise in a democracy whose people rapidly tire of 
abnormal governmental power when the need for it has 
passed. 

Hence we arrive at the conclusion that the “breathing 
spell” for business is a more significant and permanent 
thing than those two not particularly happy words in them- 
selves imply. 

Which brings us to the complex question of govern- 
mental spending, its effects upon business and the conse- 
quences of the probable tapering off of “pump priming” at 
the termination of the present $4,000,000,000 work reliet 
program. 


Pump Priming That Does Not Work 


There is no way of determining even roughly what per- 
centage of present business activity is due primarily to 
emergency Federal spending. Stated in the simplest terms, 
Federal emergency spending for relief and recovery under 
the New Deal to date has exceeded $8,000,000,000. Re- 
gardless of the fact that this is borrowed money, it is pur- 
chasing power; and you can not pour upward of $8,000,- 
000,000 of arbitrarily manufactured purchasing power 
into the economic system in a period of a little more than 
two years without substantially contributing to economic 
activity. Roughly, the turnover of bank deposits during 
this period has averaged around 28 times a year. In other 
words, Federal spending of, say, $4,000,000,000 of emer- 
gency funds in a year means the circulation of purchasing 
power, with bank checks passing from hand to hand, of an 
aggregate of $112,000,000,000 in that year. 

That sounds fine in theory—until you consider the 
reality that private spending even in depression is probably 
ten times as large as the Government's emergency spending 
and when you observe that the rate of annual turnover of 
all bank deposits thus far this year has been the lowest, 
on the average, of the entire depression period. During 
the year 1931, for example, bank deposits turned over at a 
rate more than twice as fast as during last August, when 
velocity reached 





Again, if one examines the accompanying graph of 
Federal emergency spending by months and compares it 
with the monthly graph of business activity no impressive 


relationship between the two lines is shown. The sharp 
business spurt between March and July, 1933, came at a 
time of low and generally declining emergency spending. 
To some degree the following decline in business was 
probably checked by the rapid increase in Federal spending 
during November and December of 1933. Allowing, as 
is logical, for a time lag of two or three months, that spend- 
ing spree, which reached a record high in excess of $800,- 
000,000 in January of 1934, may be held to have con- 
tributed to an upturn in business activity during the first 
five months of 1934, but the results in business were not 
proportionate to the cost. 


Private Spending Is the Key 


From the respective peaks of Federal spending and busi- 
ness activity in 1934, business declined during the second 
half of that year considerably less than did the monthly 
rate of Federal expenditures. The business advance which 
started in the autumn of 1934 got under way while Fed- 
eral spending was decreasing and in April of this year 
attained a new recovery high at a time when Federal spend- 
ing was considerably less than half the peak rate of Jan- 
uary, 1934. In July of this year, the emergency spending 
program reached a high of approximately $425,000,000 
monthly, then in three months declined to less than 
$250,000,000 a month. Over the latter period business 
activity reflected but moderate seasonal contraction. 

On the factual record, therefore, Federal emergency 
spending has been decidedly a secondary business factor. 
For the rest of this year, under the expanding W P A work 
relief program, the spending line will work irregularly 
higher. As a business influence it will be far outweighed 
by other factors. To cite but two, there is the November 
introduction of the 1936 automobiles, which will mean an 
abnormally heavy fourth-quarter motor production; and 
the present cycle of expanding activity in the textile indus- 
tries, following a long period of slack production and 
declining stocks of goods. Each of these factors will exert 
more energy on the business indexes than Federal spending. 

We reason, 
therefore, that the 








an all time low. 





In short, the ve- 
locity figures make 
out an exceeding- 
ly poor case for 
the “pump prim’ 8 
ing” theory. They 
suggest, indeed, 750 
that the activity of 
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covery is not de- 
pendent on Fed- 
eral spending. In- 
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will be  strength- 
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Motor Cars of 
1936 


Fall Automobile Exhibition Will 
Introduce Latest Developments in 
an Important Division of Our 
~ National Transportation System 


HE automobile industry takes pardonable pride in 
presenting to the public the results of another year’s 
preparation—the 1936 models. 

Probably it would be correct also to say that the entire 
nation is sharing with our industry our pride in these new 
creations which represent another milestone in American 
mechanical progress. They are the tangible results of the 
work of a great many people, and they represent physical 
evidence of the harmonious co-operation of many groups 
working toward a common goal. 

In planning these models we have kept in mind constantly 
one fundamental thought, and that is that we must give 
our purchasers more value per dollar. The automobile is 
no longer a “pleasure car.” It is a necessary part of our 
transportation system. By providing greater values in 
transportation we are helping those who use motor vehicles 
in their businesses and on their farms to operate more 
efficiently. 

This year we have advanced the date for the introduction 
of new models by approximately two months, in the belief 
that by so doing we will be able to level seasonal fluctua- 
tions in employment, to some extent at least. 

Another objective this year has been to improve the cars 
from the standpoint of safety. We believe that the indus- 
try can best contribute toward safer streets and highways, 
both for motorists and pedestrians, by building into the 
cars every practical feature that will make them safer to 
operate—cars which respond instantly to the control of 
the driver and which are so strong and well-built that 
they offer substantial protection to the occupants in the 
event of accident. As an important, interested group, the 
industry recognizes its responsibility on the safety question 
as a whole and is anxious to co-operate and assist on the 
other two vital phases of the problem—the education of 
the driver and the correction of faults in the roads 
themselves. 

The development of the automobile has been so amazingly 
rapid that it has been difficult to keep pace with the many 
problems that have arisen. Some can remember that period 
of twenty to thirty years ago when the whole problem 
was the construction of a car that would run at all. Soon 
the automobile was developed to the extent that it was 
reasonably reliable, but by that time the public was begin- 
ning to demand more than mere reliability. Buyers wanted 
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a car that would go faster, that could climb hills without 
difficulty and that would accelerate smoothly. 

That trend has continued. The public demands rapid 
transportation by automobile just as it demands rapid trans- 
portation by railroad and by airplane. By and large, the 
public does not want to drive automobiles at excessive 
speeds, but it does insist on automobiles sufficiently power- 
ful to accelerate quickly and to manoeuver easily both in 
trafic and on the open road. Realizing that the specifica- 
tions which the public has written for the modern auto- 
mobile are extremely exacting, we have made a sincere 
attempt to build automobiles which can be operated safely 
at the higher speeds which they are called on to perform. 

In presenting our 1936 cars, we do not make the claim 
that they are the best that can ever be produced. Next 
year's cars will be better, and improvements will continue 
year by year. Our 1936 line is presented with the sincere 
hope and conviction that these cars are better than any 
that have gone before them, safer, more comfortable, more 
reliable, more attractive and more economical to operate 
and maintain. They are carefully designed to serve the 
automotive transportation needs of 1936, and they represent 
the best that our present-day automotive science can 


produce. 


One of a Series of Guest Editorials by Leading Men of Industry 





Currency Creeds and Commercia 


‘Treaties 


What Is the Position of the Gold Bloc Countries While the World’s Desire 
for Stabilization Grows on the One Hand and War Looms on the Other? 


By H. M. Tremaine 


ROM month to 
month predictions 
have followed with 

monotonous’ consistency, 
forecasting the final col- 
lapse of that tenuous com- 
bine popularly known as 
the “gold bloc.” The 
term has been loosely used 
to distinguish those coun- 
tries which have managed 
so far to resist the more 
tashionable modes of mon- 
etary policy. There is no 
closely knit relationship 
between any of the re- 
Maining countries which 
now operate on the gold 
standard. France, Hol- 
land, Switzerland and Po- 
land have merely decided, 
for various reasons per- 
taining to their respective 
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national economies, to 
prevent as long as possible the debasing of their 
currencies. 


Several of the original disciples of sound money have 
tallen by the wayside, and judging from the state of these 
countries which have followed the doctrines of false 
prophets, the results leave much to be desired. In one 
instance the extravagances of a war-mad dictator has been 
draining Italy of her gold and brought her to the brink of 
credit collapse. In another, Premier van Zeeland, schooled 
in “brain trust” theory, led Belgium from the straight and 
narrow path of monetary orthodoxy. 

English economists have attributed Great Britain’s phe- 
nomenal economic recovery to a subtle policy of sterling 
manipulation. But England, for long was fortunate that 
her currency depreciation was done at a time when world 
commodity prices were declining; she thus avoided the 
tribute usually exacted, which consists of soaring internal 
prices and much hardship on the fixed-income class. 

Yet, ultimately, the depreciation of a currency causes in- 
escapable consequences in all countries. In the rising prices 
which sooner or later are brought about, the small wage- 
earner, the holder of insurance, the middle-class saver, all 
find the real purchasing power of their capital and earn- 
ings lessened. Even though it be apparent from recent 
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Gold Shipment En Route to America 


League of Nations figures 
on the state of world 
trade, that countries of 
depreciated currencies 
have fared slightly better 
than the countries of the 
gold bloc, the tempo- 
rary stimulus provided by 
successive injections of in- 
flation is rapidly wearing 
off. The time has come 
to consider more perma- 
nent cures for the world’s 
economic ills. Let a start 
be made now with a view 
to trying in the not distant 
future the old-fashioned 
remedy of stabilization. 
Some of the more astute 
political and business lead- 
ers, reasoning with prac- 
tical common sense, are 
convinced that stabiliza- 
tion must eventually be 
achieved by collective arrangement entered upon simultane- 
ously between the gold bloc, the sterling bloc, and the so- 
called dollar bloc. Others believe that it can come of itself by 
the gradual removal of the causes which brought currency 
depreciation about. The hopes of all who believe in stabiliza- 
tion, however, have been rudely dashed by the recent speech 
of the British Chancellor of the Exchequer at the Interna- 
tional Parliamentary Commercial Conference at the House of 
Lords. In Mr. Chamberlain’s words, the present tense con- 
dition of affairs in Europe renders the tentative approach 
to stabilization quite unthinkable. Practically speaking, 
the Chancellor means that nations at war must necessarily 
be expected to gain what advantage they can—though it be 
very temporary—from the currency weapon in addition to 
every other weapon at their command. Of course, for 
popular consumption the classic argument is reiterated that 
any premature currency agreement would directly tend, by 
knocking the speculative froth off, to lower price levels, 
thereby defeating the Government's program for industrial 
expansion. With all due reverence to this line of argu: 
ment, the immediate reason for Mr. Chamberlain's curt 
refusal to stabilization proposals is purely political. New 


elections in England are imminent, and the Government, 


will fight shy at all costs of changing horses in the middle 
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of the stream. Except for a 
few diehards who oppose sta- 
bilization out of sheer pighead- 
edness, the majority of clear- 
thinking bankers and business 
men in England realize that 
the present industrial boom is 
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economy inevitably lead to 
war. Self-sufficiency led Japan 
into Manchuria, and lingering 
starvation may well provide a 
causus bellum for Germany. 
If war can be prevented in 
Europe, or even in Asia, it 





transitory, and that the 1929 


will be prevented no so much 








stock market levels are arti- 


by military alliances or the de- 





ficially high. There is no pos- 
sibility of finding employment 
for the two million idle until 
foreign trade shows more 
promising prospects of revival. 
Any economic program con- 
ceived with the idea of restor- 


lusive hope of collective secur- 
ity at Geneva, as by the adop- 
tion of a saner and less nation- 
alistic attitude towards trade 
between nations. 

France, for one, is ready and 
willing to scuttle her protec- 
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ing international commerce to 
normal activity without stabil- 


tionist policy if given an as 
surance of equitable compensa- 





ization is a foray into new ter- 
ritory and, therefore, on the 
face of it, suspect. 

The Resolutions adopted by 
the League Economic Commit- 
tee at Geneva reveal a refresh- 
ing practical sanity amid the 034 
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tion abroad. Consequently, 
the adamant stand of Mr. 
Chamberlain came as a cruel 
disappointment to commercial 
and financial interests in Pans. 
In this respect it is hard to 
believe how any competent 
French observer could expect 
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general confusion of economic 
thought. The Commerce favors 
as a first step in correcting commercial maladjustments exist- 
ing between nations the negotiation of bilateral trade agree- 
ments—a policy which has been pursued with considerable 
concrete effectiveness by Secretary of State Hull. But the 
conclusion of bilateral treaties is predicted on the supposi- 
tion that stabilization will be an accompanying development 
Even Great Britain’s Doctor Burgin, Secretary of the Board 
of Trade, capped the resolutions adopted with the remark 
that one of the ultimate objects of governments today is 
the return to the international gold standard. Not only in 
Geneva, but in practically all countries, there is a growing 
conviction that the sooner some anchorage can be given to 
erratic fluctuations in exchanges, the better it will be for 
everyone concerned. 

The whole quota system which has been so much ma- 
ligned is, in truth, the only logical protection against an 
inundation of low-priced goods manufactured in countries 
of depreciated currency. Should France, or the other re- 
maining countries of 
the gold bloc, deval- 
uate, this step would 
immediately _ precipi- 
tate reciprocal quotas 
or upward tariff revi- 
sions in the cheap- 
money _ countries. 
Hence gold bloc de- 
valuation would not 
only nullify the ad- 
vantages of deprecia- 
tion abroad, but 
would accentuate the 
vicious tendency to- 
ward increased na- 
tionalism, with its at- 
tendant demand for 
self-sufficiency. The 
present Italo-Abyssin- 
ian conflict has at 
least demonstrated 
one salient truth— 
that attempts at a self- 
contained national 


for OCTOBER 26, 1935 


Nesmith Photo, 





The Bank of France 


anything else, since the British 

Government has never made any secret of its views on the 
subject of stabilization. Yet many Frenchmen have as- 
sumed—and in this instance the wish is father to the 
thought—that some sort of international currency accord 
should be one of the compensations for the rigors of the 
severe deflation imposed by Mr. Laval. One critic with the 
singular French facility of attributing internal disorders 
to ‘external causes, comments as follows: “England, the 
banker of the world, has turned her back upon her old 
financial and commercial conquests. In the near future 
her splendid financial isolation may well endanger the pres’ 
tige of the Empire.” Ignoring the justice or injustice of 
this accusation, in no case is it admitted in France that an 
overvaluation of the franc may provide one of the most 
important obstacles to the restoration of the international 
currency standard. Indeed, Mr. Laval would probably 
deny frane overvaluation, and even that a deflationary 
policy has been adopted, preferring to phrase the govern- 
ments present pro- 
gram as one of mere 
economic adjustment. 
Without _ splitting 
hairs on the question 
of definition, the 
French situation is 
acute. Industry is at 
a standstill; and agri- 
culture, even with 
treasury subsidies, is 
operating in the red. 
Something must be 
done. On what shall 
be done, French opin- 
ion is divided into 
three groups: the de- 
flationists, the expan- 
sionists, and the deval- 
uationists. The first 
category, comprising 
the government in 
power, holds to the 
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Significant Foreign Events 


By Grorce BERKALEW 
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Retreat from the Precipice 


Bluffs that turned out not to be 
bluffs, bluffs that were called, and just 
plain pigheadedness carried Great Brit- 
ain and Italy to the very brink of war 
before a face-ssaving formula was de- 
vised to avert the immediate danger. 
Yet, can Mussolini’s withdrawal of a 
few troops from Libya and Great Brit- 
ain’s withdrawal of a few big warships 
from the Mediterranean (whose fight- 
ing efhciency in narrow seas has been 
questioned by experts) be said to alter 
the fundamental situation? Great 
Britain’s attitude towards Italy may be 
more conciliatory on the surface, but 
the fact remains that some fifty nations, 
with Britain taking the initiative, are 
about to impose drastic sanctions with 
a view to curbing Mussolini’s ambitions 
in Africa. If they are not effective, 
they might as well never have been 
imposed and, in the present temper of 
the League, there will be a disposition 
to make them harsher and harsher until 
they are effective. When this happens, 
it will be Mussolini’s move and it will 
tax the brains of Europe’s statesmen to find a formula 
which will at the same time save Mussolini’s face at home 
and chalk up a clear victory for the League. In the mean- 
time, Great Britain, a slow starter in the armament race, 
bids fair to outdistance the field. Right at this moment her 
airplane factories are working day and night; munitions of 
all kinds are being stored up for future use and, as soon 
as the coming elections are over, she is expected to com- 
mence a $1,000,000,000 naval building program. The lat- 
ter may be modified by what comes out of the approaching 
naval conference, but from present indications the chances 
for limitation by agreement are slim. Britain has deter- 
mined to put herself in a position where she need ask help 
ot nO One. 
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France—Politically 


While the League deliberates, committees convene and 
disband, French political circles are again dragging in by 
the hair the question of the German menace, arguing 
that the bellicose attitude of the Government in Rome has 
placed another trump card in Hitler’s hand. It is evident 
that the isolation to which Italy has condemned herself, 
and the fact that she is engaged in a costly and perhaps 
ultimately profitless venture, favors the spread of pan- 
Germanism in Central Europe. With such an excellent 
precedent of military conquest, Germany will soon be in 
an opportune position to bargain for her former trade 
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PRINCE Von STARHEMBERG 
New Dictator of Austria 


outlets, and demand the restitution of 
a part at least of her old colonial pos- 
sessions. The irreproachable attitude of 
neutrality adopted by the government 
in Berlin is obviously one of expect- 
ancy. One of two things may happen: 
either Italy, deceived and irritated, will 
finish by throwing herself into the out- 
stretched 4rms of the Nazis; or else 
Great Britain, disillusioned by lack of 
support at Geneva, will rebuild her 
diplomatic bridge with Germany. 

There is another power which has 
been considerably strengthened by re- 
cent events. This is Soviet Russia, 
whose authority in Central and East- 
ern Europe increases in proportion to 
the loss of Italian prestige. Beyond the 
portals of the Kremlin, Mussolini's ag- 
gression against Abyssinia furnishes a 
perfect type of propaganda for the 
Third International. Already in France, 
as well as in other countries, communist 
agitation is resulting in a recrudescence 
of internal dissension. 

Finally, beside political and social 
complications, the war in North Africa 
will prolong the economic and financial 
crisis throughout the world, which, according to the latest 
indices, seemed to have reached the point of gradual re- 
gression. As the sole contribution of the Italian dispute 
toward alleviating the economic depression, it has been 
humorously suggested that the application of sanctions will 
at least prevent exporters from incurring more bad debts 
with Italian customers. 


France—Internally 


While the political scene holds the spot-light, the weak- 
ness of the French internal situation must not be overlooked. 
Gold is being shipped out of France undeterred by the 
announcement that the 1936 budget estimates as approved 
during the last week of September provide for a surplus 
for the first time in six years. The budget estimates are, 
of course, ultimately dependent on business recovery. 

Government economies of 7!/2 billion francs fall short 
of the promised saving of approximately 10 billion francs, 
projected when the Laval Government took office, consti- 
tuting roughly a fourth of the State’s ordinary outlay. 
Estimates for military expenditure have been transferred 
from the Ordinary to the Extraordinary Budget which, in 
view of competitive armament building in Europe, may 
prove inadequate, and hence throw the present estimates 
entirely out of line. 

No provision in either of the budgets is made for such 
items of expenditure as financing the ex-soldiers’ pensions 


THE MAGAZINE OF WALL STREET 





2 ERNE TES 








def 
par 
int! 
itse 


sho 
1,6 
ext 
inc 
yea 
wo. 
str 
imy 
of | 





1aS 


ist 
ice 


ial 


on 
ill 


its 











OTERO ISLET 








deficit and required advances for the railway deficit. Ap- 
parently the Minister of Finance is inspired by a wish to 
introduce taxation relief as soon as economic recovery makes 
itself felt in increased revenues. 

For the first eight months of this year revenue results 
show a consistent decline, the total falling short by over 
1,600,000,000 francs of that of 1934. Unless the level of 
external prices shows a marked rise coupled with a sharp 
increase in internal business activity during the next fiscal 
year, French finances are predicted to go from bad to 
worse. Laval’s program of retrenchment may modify the 
strain to a considerable degree, but lacking an unforeseen 
improvement in the general world situation, the prospect 
of genuine industrial recovery looks extremely doubtful. 


* * 3 


Austria—A New Dictator Arises 


Just at a time when Austria was caught between Scylla 
and Charybdis over the matter of applying League of 
Nations sanctions against Italy, Prince Ernst Ruediger von 
Starhemberg took the opportunity to make himself virtual 
dictator of the country. Peacefully to bed one night, the 
inhabitants awakened to find that a bloodless coup d’etat 
had lost Major Emil Fey his portfolio as Minister of the In- 
terior and that, although Prince von Starhemberg still held 
his old position of Vice-Chancellor, the shuffle has vastly 
increased the latter’s prestige. So far as the rest of the 
world is concerned, the change in Austria does not appear 
to be of any great 


Turkey is in an analogous position. Any altruistic loyalty 
to the League is quite likely to be submerged in a more 
tangible desire to continue the brisk business which Turkey 
is now enjoying with Italy. The precarious stability of Cen- 
tral Europe has been maintained during the last two years, 
due mainly to the rival imperialistic policies of the two 
Fascist powers, Germany and Italy. It now appears probable 
that Italian influence will be diminished and German influ- 
ence increased. Hungary’s affiliations with Germany are 
strengthening; while in Czechoslovakia indications point to a 
German minority vote in the presidential election against M. 
Benes. There is a traditional friendship between Poland and 
Hungary; there is also a German-Polish pact of non- 
aggression. With Austria under the thumb of the Nazis, 
it is not impossible to foresee a change in Polish foreign 
solicy, embodying more positive German leanings. Hence, 
Austria in a strategically key position has once again been 
thrown into the forefront of European politics. 


* * * 


Germany—The Armed Almshouse of Europe 


Germany is entering into a period which recalls the 
dark days of 1919. Weary housewives struggle in vain 
to secure dairy products and the cheaper kinds of meat 
for daily family needs. Material misery has become the 
handmaiden of self-contained economy. Last year Germany 
was able to overcome her shortage in domestic supplies by 
incurring a large foreign commercial debt. Now there is 

no possibility of 
» further borrowing 
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exchange available 
has to be expended 
in repayment of 
debts previously in- 
curred. Purchasing 
power is down to 
rock bottom, with 
private consumers 
impoverished b y 
taxation to finance 
the vast rearma- 
ment program. Al- 
though the produc- 
tion index of man- 
ufactured goods 
increased 30 per 
cent, as compared 
with last year, this 
increase in activ- 
ity has been ac- 
companied by a re- 
duction of only 10 
per cent in the 
costs of materials 
and _ foodstuffs. 
High prices and 
vanishing incomes 
have brought about 
a drastic decline in 
the official figures 
on retail turnover 
—the most signifi- 
cant indication that 
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New Products, New Machines, New Processes, More Com- 


forts and Luxuries—and— 


ore Business to Come 


A Remarkable Record of Industrial Achieve- 


ment During Six Years of Depression 


By LaurENCE STERN 


“We hope time will 
justify our belief that 
man’s advance to higher 
and more complex states 
of civilization cannot be 
but temporarily deterred; 
that the plants we build 
cannot be but temporarily 


idle.” 


HESE words happen 
i% to have been spoken 
by Edgar Monsanto 
Queeny, president of the 
Monsanto Chemical Co., 
but their significance ex- 
tends far beyond this one 
enterprise, its progress, its 
endless research. If one 
were asked to state the 
common creed of Ameri- 
can industry it could not 
be better put. It is the creed of faith and progress. 
Administrations come and go with the swings of the 
political pendulum. The business cycle rises and falls in 
its inscrutably appointed way, but the creative genius of 
industry only bends more intently upon its task. To its 
faith and inspiration we largely owe an unequalled standard 
of living and a great portion of all present business activity. 
To its accomplishments of the depression years in new prod- 
ucts, new processes and new methods we will largely owe 
the inevitable advance to new peaks of business activity 
and living standards in the years to come. 

There are more than 1,700 industrial research laboratories 
in this country today, against only 200 ten years ago. 
Could one collect even partial data from all on the progress 
of a single year and its effects upon the goods and services 
of every day life, the merest summary of such information 
would fill volumes. 

Such being impossible, we have asked a limited number 
of large corporations to tell us briefly of their most important 
new products, new processes and new applications of 
existing processes developed since 1929 and to give us 
some idea, if possible, of the importance of such develop- 
ments upon their business volume, present or potential. 
This article is a brief summary of the most significant re- 
sultant data. 

It is appropriate to begin with the Radio Corp. of Amer- 
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ica for it has disposed of 
our inquiry by stating, in 
effect, that virtually all of 
its products, methods and 
services are new _ since 
1929. In manufacturing 
its only old business con- 
sists of repeat orders on 
old type vacuum tubes. 
In operations and broad- 
casting practically all of 
its business is done with 
new devices and new ap- 
paratus. 

A few of this company’s 
developments since 1929 
include the all-wave radio 
receiver; automatic vol- 
ume control devices; the 
cathode-ray tuning indi- 
cator or “Magic Eye”; a 
portable, short-wave com- 
bined receiver and transmitter; the “gun-detector” which 
can electrically detect a pistol on a passing pedestrian; the 
“watch analyzer” which amplifies the sounds of a watch 
and permits the expert to diagnose conditions by these 
sounds; photophone projectors; home recording apparatus; 
automatic alarm for picking up S O S calls; facsimile ser- 
vice to ships; multiplex radio transmission; development of 
television; trans-Pacific radio telephone; the use of the echo 
chamber in broadcasting for producing the illusion that the 
sound is being produced in any one of many types of 
rooms, etc. 

The Westinghouse Electric & Manufacturing Co. sum- 
marizes new central station equipment which it believes 
should figure importantly in expanding the annual market 
demand of the central station industry from a present 
figure of $40,000,000 to a potential total of $150,000,000. 
Among such apparatus are surge-proof distribution trans- 
formers, transmission line De-ion protectors to make trans- 
mission lines surge-proof; Polaricode supervisory control 
for control of distant machinery; sodium vapor street lights; 
Pilotel remote metering; pole mounted network protectors; 
and various radical improvements in power transformers. 

Another new Westinghouse development is the steam jet 
vacuum cooling unit for use in air conditioning, with an 
immediate potential market estimated by the company at 
$2,500,000 a year. 
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New Westinghouse products in 
transportation equipment include 
Diesel engines for locomotives and 
rail cars; heavy duty electric loco- 
motives which weigh only 80 
pounds per horsepower and can 
continuously deliver 5,000 horse- 
power whereas a few years ago 
locomotives weighing 175 pounds 
per horsepower and delivering 
2,000 horsepower were considered 
the last word in passenger locomo- 
tives; the modern trolley coach and 
new type street Cars. 

For the new Diesel and new elec- 
tric locomotives the potential mar- 
ket is estimated to be at least $750,- 
000,000. The potential market for 
electrical equipment in the new 
street cars and trolley coaches is 
estimated at $4,000,000 a year for 
the next five years against less than 
$400,000 annually in recent years. 

New Westinghouse industrial 
equipment includes a tension main- 
taining device for strip mills; appli- 
cation of direct current motors to 
coal saws; splashproof motors; a new and better insulation 
for motors; ignitron spot and seam welding timer; bell-type 
electric furnaces capable of effecting economies as high as 
$3 a ton in production of cold rolled steel sheets, strip and 
wire; and a continuous type electric furnace. 

The company estimates the 1935 market demand for 
such products at $145,000,000 and the potential market is 
nearer $250,000,000. The potential markets for electric re- 
frigerators, ranges and washers—all radically improved since 
1929—are estimated by Westinghouse at, respectively, 
$1,690,000,000, $1,221,200,000 and $210,375,000. 

The General Electric Co.’s more important new products 
of the five depression years include “Thyrite” material 
which has the property of being a conductor at one voltage 
and substantially an insulator at some lower voltage; also 
“Thyrite” lightning arresters offering cheaper as well as 
much greater and more reliable protection; and electronic 
control. The versatility of these electronic tubes in rectify- 
ing, converting, inverting, regulating, measuring and con- 
trolling has resulted in widespread substitution of them for 
electro - mechan- 
ical methods of 
current control. 

Thrustor-oper- 
ated brakes, an 
electrically oper- 
ated hydraulic de- 
vice, provide a 
virtually ideal 
braking perform- 
ance, especially 
on heavy equip- 
ment. In poten- 
tiality of future 
effect upon gross 
business, air con- 
ditioning equip- 
ment ranksamong 
the most impor- 
tant General 
Electric develop- 
ments during the 
depression. A 
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Dyestuffs Research Laboratory 


wide variety of this equipment, in- 
cluding a new unit type oil fur- 
nace, was introduced in 1932, bot- 
tom year of the depression. In the 
expanding field of plastics, the same 
year saw development of bearings 
of “Textolite” suitable for the 
heaviest duties in steel mill service. 

The same depression year pro- 
duced General Electric's Emmet 
mercury-vapor process under which 
remarkable equipment turbines op- 
erating with mercury vapor at 125 
pounds pressure produce both elec- 
tric energy and steam at a lower 
fuel cost than has ever before been 
attained. The same year also saw 
introduction of gear-motors, since 
widely accepted. 

In 1933 major General Electric 
developments included electric and 
air conditioning equipment for 
stream-line trains, unit room cool- 
ers, photoflash lamps, sodium-vapor 
lamps, the most powerful X-ray 
apparatus ever put in practical use, 
and the application of “Pyranol,” 
the new nonflammable insulating and cooling material, to 
network transformers. 

The year 1934 brought from the General Electric “House 
of Magic” an entirely new system for the transmission and 
distribution of power, the basic feature of which is that a 
nonsynchronous tie becomes possible so that systems of 
the same or different frequencies can be connected with- 
out difficulty. The new “Lumiline” lamps and high 
intensity mercury-arc lamps for street lighting also were 
developed in 1934, along with still further improve- 
ment in X-ray equipment, trolley coaches and Watthour 
meters. 

The present year has seen further development of the 
revolutionary system of direct current transmission above 
referred to: introduction of metal radio tubes asserted to 
be of greater continued efficiency than the glass type; the 
largest plastic moldings ever made in commercial quantities; 
development of the “Thyratron” motor, a revolutionary 
new type motor which operates from a.-c. power but with 
the characteristics of a d.-c. machine; and three new auto- 
matic voltage reg- 
ulators. 

In proportion 
to General Elec- 
tric’s total volume 
of business, the 
above and scores 
of other new 
products are of- 
ficially stated to 
have accounted 
during the past 
five years for 10 
per cent more 
volume than new 
products ac 
counted for in the 
prosperous years 
1926-1930. 

To which it 
may be added 
that General 
Electric’s business 
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this year will not be much over half that of 1929—but is 
seven times the volume of 1900, three times the volume of 
1910 and two and one-half times the volume of 1915. For 
this remarkable showing in little more than a generation 
research can not be given too much credit. 

The chemical industry perhaps more than any other 
reflects the fruits of ever broadening research. The great 
E. I. du Pont de Nemours & Co., for example, has figura- 
tively beat its sword into a plow-share since the war. 
Founded on gun powder for military purposes, this enter- 
prise saw only 2 per cent of its volume in this product in 
the decade ending last year. Rayon, cellophane, extraction 
of nitrates from the air, synthetic camphor, new organic 
chemicals and scores of other scientific and technical devel- 
opments are chiefly responsible for the fact that du Pont 
earnings from operations this year probably will exceed 93 
per cent of the 1929 total. 

For the other great chemical companies the story of ex- 
panding business volume through research and new prod- 
ucts or processes is much the same. For example, the num- 
ber of patents granted the Union Carbide & Carbon Corp. 
in the four years 1931-1934 were, respectively, 168, 181, 
223, and 302—a total of 874. This company’s sales of 
industrial gases, used largely in steel manufacturing, metal 
fabricating and repair, are at the 1928-1929 level although 
most of the industries which are largest users of these 
products are still depressed. 

The speed of change in this industry is even more strik- 
ingly reflected by the fact that out of eighty synthetic 
chemicals which were being commercially produced by 
Union Carbide at the start of this year eleven had been 
introduced during 1934. 

The amount spent for research by the smaller Monsanto 
Chemical Co. in 1934 was equal to more than 17 per cent 
of net income reported and was an increase of 11 per cent 
over such expenditures in 1933. To keep abreast of the 
revolutionary changes going on in the industry, this com- 
pany has officially stated that a “much larger amount” will 
be spent for research during the year now drawing to a 
close. 

As pointed out by Monsanto, petroleum is now yielding 
chemicals that formerly came from coal tar or from vege- 
table sources, petroleum gases yielding such standard chem- 
icals as ethyl alcohol, isopropyl alcohol, butyl alcohol, ace- 
tone and acetic anhydride. On the other hand coal threat- 
ens to encroach on the oil industry through the hydrogena- 
tion process. It would be a bold prophet, indeed, who at- 
tempted to predict a limit for the chemical industry, the 
developments that lie ahead and the further expansion in 
aggregate business that they will induce in coming years. 

What chance is there 
for steel? It was killed 
and buried forever by the 
depression — if one be- 
lieved many of the predic- 
tions going the rounds not 
very long ago. Yet with 
the railroad and construc- 
tion industries—two of its 
former most vital markets 
—still seriously depressed, 
the steel industry this year 
will turn out more than 
30,000,000 tons of ingots 
or more than 71 per cent 
of the 1923-1925 average 
production. It was not 
until after 1915, or with- 
in the present generation, 
that steel production con- 
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sistently exceeded the present level that we regard as de- 
pressed. 

That production has recovered to as much as 71 per cent 
of the 1923-1925 average, with demand for the heavy steels 
still depressed, is due in important measure to new uses 
for steel, especially in lighter products and alloy steels, the 
latter being marketed in almost countless variations of 
formulae. As to this progress, George M. Verity, chairman 
of the American Rolling Mill Co., states to us: 

“The six-year period from 1929 to date has been the 
most active in research, development of products and manu- 
facturing processes which we and other steel companies 
have ever experienced. It would be impossible for us to 
evaluate the results of the constant work that we are doing, 
but there can be no question of the importance of the work 
which has been carried on constantly by the various prog- 
ressive steel companies. 

“Our company is especially interested in the production 
of sheets and during the past few years the methods of 
manufacture of sheets have been almost completely revolu- 
tionized, primarily due to our development of the continu- 
ous mill method of rolling. Also, great strides have been 
made in the use of sheet products. There is constant evi- 
dence of this through the designs of present-day automo- 
biles, refrigerators and vitreous enameled sanitary ware 
formed from sheet-iron and steel. Metal houses give further 
evidence of the development in the use of iron and steel. 

“Research development has been one of our foundation 
stones for many years and has become increasingly impor- 
tant to us as a means for progress.” 

William A. Irvin, president of United States Steel, be- 
lieves the industry is headed for the production level of 
1928 or 50,000,000 tons of ingots. As promising future 
fields, he points to alloy steels for trains, street cars, trucks 
and buses, aviation; steel superstructures for ships to reduce 
fire hazard, spreading use of steel containers for beverages 
and increased use of steels for office interiors and for resi- 
dences. 

Improvements in methods of heat treating and physical 
testing of steels, as a result of organized research, are so 
numerous and important, he adds, that only experts could 
comprehend them. In adaption of improved mechanical 
equipment hot strip mills and cold reduction mills top the 
list, while die rolling, electric welding, improved seamless 
tube mills and furnaces for heating steel in controlled at- 
mospheres are performing new services. 

This industry, which in 1932 had fallen back to the 
production level of 1900, is this year spending more than 
$100,000,000 on production facilities—not primarily to 


expand them but to apply the continuing fruits of research 
and technological devel- 


opment to their improve- 
ment. 

Business-building devel- 
opments in products and 
processes of the Anaconda 
Copper Mining Co. since 
1929 include an improved 
refining method for elec- 
trolytic zinc resulting in a 
purity of 99.99 per cent, 
which has contributed to 
rapid expansion in use of 
zinc base die castings; a 
thin sheet copper made by 
electrolytic deposition and 
now widely used for 
waterproofing foundations, 
floors and walls, for con- 
(Please turn to page 56) 
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The Outlook for Rail Recovery 


Heavy Industries Play Major Part in Gaug- 


ing Investment or Speculative Opportunities 


By FRANKLIN SNOW 


ITH the production curve of the durable goods 

industries showing a definite rise, railroad traffic 

experts are asking each other why this is not 
reflected in substantially heavier tonnage, and consequently 
revenues, for the rails. They profess to be as much mysti- 
fied as any one else that the rise in steel production and 
in the output of other “heavy” industries has, as yet, had 
little apparent effect upon railroad earnings. 

Yet there is quiet confidence that the accelerated rate 
at which car loadings began to increase in August is not 
merely another flash in the pan but may mark a definite 
trend. For example, the Pennsylvania Railroad, on the 
basis of its own studies of business indications, decided a 
month ago that fall business would be 5 per cent above 
that of a year ago and its traffic officers have now concluded 
that this estimate was “ultra conservative.” The Shippers’ 
Advisory Board made the same forecast and in this instance, 
at least, its usually too optimistic guess may fall short 
of the mark. 


Heavy Industries the Key 


There is no doubt, however, that the heavy industries 
are the key to the situation—not only in respect to recovery 
nationally, but more specifically, for the railroads. If the 
pace at which the heavy goods industries have been 
improving falters, with a decreasing volume in bulk raw 
materials and finished goods shipped, the railroads will be 
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even nearer the sheriff than in the recent past, and with 
smaller resources or collateral with which to obtain addi- 
tional loans. The converse of this dire prospect is also 
fortunately true; for with continued improvement in gen- 
eral business, with its attendant acceleration of capital 
goods industries, it is easy to envisage the majority of 
roads on their way to better times. 

A sizable crop movement in conjunction with the traffic 
developed from the heavy industries will have the effect 
of lifting railroad earnings materially, both gross and net. 
In fact, the revenues can be carried through to net at 
much larger ratio because an increase in cars handled will 
not involve a proportionate increase in cost. So confident 
is the Pennsylvania, for example, of this prospect that it 
has already estimated that its earnings per share this year 
will be $1.75 against $1.43 last year. 


Traffic That Will Not Return 


Not all roads can afford to be as optimistic as this, 
however. The shipment of goods by other means than 
rail has definitely closed the door to recovery of former 
traffic levels for some. Atlantic Coast Line, for instance, 
has lost a great deal of its profitable citrus fruit traffic to 
coastal steamers with refrigerated compartments and will 
not regain it. Similarly much of the oil traffic formerly 
handled by Missouri-Kansas-Texas has gone to the pipe 
lines beyond hope of reclamation. The aggregate of such 
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factors in some measure accounts for the lower totals ot 
car loadings for the country as a whole which have pre- 
vailed for five years or more. In addition they are bound 
to temper the extent of the expected improvement. 


An Encouraging Estimate 


With such allowances in mind, however, the latest fore- 
cast of the Regional Shippers’ Advisory Board is more 
encouraging for the fourth quarter. It shows a 6.4 per 
cent increase for the country as a whole, with only one 
district anticipating a decline (the Trans-Missouri-Kansas, 
which expects a 5 per cent drop). Increases range from 2.9 
per cent in New England to 31.3. per cent increase in the 
Great Lakes Region. Here, in this region, lie the huge 
steel mills in Pittsburgh, Cleveland and Youngstown; the 
automobile factories in Detroit; the rubber and tire fac- 
tories of Akron and other important manufacturing cities 
served by the great trunk lines—the Pennsylvania, New 
York Central, Baltimore & Ohio, Erie and others. 

If these gains materialize they will be more impressive 
when it is recalled that car loadings so far this year are 
within 15,000 units of the total for the corresponding 
period of a year ago despite the fact that last year saw 
heavy freight movements with the Government buying 
huge quantities of live stock and shipping it out of the 
drought areas. The weekly rate of car loadings began to 
pass that of a year ago in August and rose to 700,000 
cars per week in anticipation of the coal strike in mid- 
September. Some ground was lost of course when the 
strike became an actuality, dropping the total to 630,000 
cars for the last week in September; but a resumption 
of the uptrend is now apparent and further gains are 
anticipated. The lag which has existed between freight 
trafhe and general busi- 


more favorably situated than others. Obviously, those 
which have weathered the depression in a strong earnings 
position such as Chesapeake & Ohio and Norfolk & West- 
ern will continue to register improvement. On the other 
hand some others which were sorely depressed should 
come forward rapidly. Take Great Northern, which has 
doubled in price in recent months. Here is a typical case of 
a heavy industry beneficiary. True its freight volume has 
been augmented by considerable non-recurring Government 
traffic, hauling earth and other materials for public works, 
but its iron ore tonnage is markedly on the upgrade. 

Think of steel and think of ore. Great Northern taps 
the important ore regions northwest of Lake Superior and 
when the ore begins to move, Great Northern is in a 
highly favored position. Handling the ore in 100-car trains 
or longer, the movement is downgrade to the head of the 
Lakes, where it is loaded in ships at Duluth. 

When the steels begin to move upward Great North- 
ern is never far behind. This year, estimates indicate 
earnings for the road of upwards of $2 a share, while it 
is reported that a satisfactory basis is being evolved for 
refunding the heavy maturity next year of its general 

per cent bonds, totalling $105,859,000, whereby half 
may be paid off in cash through R F C loans and the 
remainder exchanged for lower interest bonds. This, in 
turn, will save the road nearly $3,000,000 annually in 
interest charges, if 4 per cent bonds replace the present 7s. 


New York Central 


Another road in which there is always extensive security 
interest is New York Central. Batted about for five years 
now; its stock still within 12 or 14 points of its all-time 
low; its freight trafic badly shot and its passenger 
trafic but a_ skeleton 
of the one-time impres- 





ness should be made 
up as an_ increasing 
amount of the orders 
which have been in 
process in the production 
goods industries are 
translated into actual 
shipments. 

Despite higher oper- 
ating costs, occasioned in 
part by the increase in 
wages forced upon the 
carriers, the expected 
gains in freight move- 
ments should be reflected 
in more favorable earn- 
ings in the fourth quar- 
ter than for any recent 
quarterly period. 

Additional favorable 
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sive figures (with the 
Twentieth Century Lim- 
ited now averaging only 
70 passengers each way 
daily) Central is a bit 
groggy. Its bank loans 
aggregating approxi- 
mately $64,000,000 fell 
due recently and the rail- 
road sought to extend 
them, with a “staggered” 
series of maturity dates. 
The banks apparently 
were willing to do this 
and to accept 4 per cent 
re in place of the present 
. 44 per cent, the Inter- 
state Commerce Commis- 
sion sanctioned it, but 
Jesse H. Jones, chairman 


NET OPERATING INCOME 





tactors are: the mildly 1933 





1934 ! 1935—— 





of the R F C, would not 





upward trend of passen- 
ger revenue (approxi- 
mately 2!4 per cent over 1934) which may soon be 
further improved as executives are gradually convinced 
by the results, of the wisdom of lowering fares to meet bus 
competition, and also, the possibility that when the Inter- 
state Commerce Commission finally effects an organization 
to enforce the Motor Transport Act, there will be direct 
benefits to the rails through placing their highway competi- 
tors under some restrictions as pertaining to publication 
of rates, hours of service for their employees and other 
factors which will make the competition more equitable. 
Naturally the force of these trends and developments 
will not find equal reflection in all roads. Some are far 


24 


give his approval. So the 
loans are now maturing December 1, on the existing basis of 
a 60-day renewal, and Mr. Jones’ “tribute” to the Central's 
management has not had any too happy an effect upon its 
stock. During the ensuing year, Central has a $5,000,000 
maturity of its Beech Creek Railroad 4’s and $5,179,000 
of the C. I. St. L. @ C. 4's. But after 1936, it should experi- 
ence smoother sailing, with no maturities of importance. 
The boom in the motor industry is a big factor, for the 
Michigan Central gets a substantial proportion of the traffic 
into and out of Detroit. Similarly, steel is a factor to 
Central, for its P. & L. E. line taps Pittsburgh and Youngs- 
(Please turn to page 50) 
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ankruptcy As a Cure Instea 





of Business Death 


How the New Procedure Under the Famous 
Section 77 Varies from the Old Type of Re- 
ceivership and How Investors Are Affected 


By THrEopore M. KNAPpPpEN 





NSOLVENCY is not the eee 
humiliating thing it was 
once upon a time. The 

kind modernized United 
States bankruptcy law doesn’t 
even call you a bankrupt any 
more. You are politely des- 
ignated as “the debtor” or 
“the petitioner.” Indeed, in 
some communities you are 
considered a rather deplora- 
ble type of citizen if you re- 
frain from taking advantage 
of the new sugar-coated con- 





The object of sections 77 and 77B is to re- 
organize without wrecking, to salvage and re- 
build rather than to destroy. The old manage- 
ment may remain in control but it is charged 
by the court to present within a set time a plan 
of reorganization which is acceptable to a ma- 
jority of security holders and creditors as well 


as to the court and other supervisory bodies. 


trying again. The same ses- 
sion, listening to the Rail- 
way Co-ordinator, drafted 
something grander still for 
railroads that if not insolvent 
at least concede that they are 
“unable to meet their debts 
as they accrue.” 

The object of sections 77 
and 77B is to reorganize 
without wrecking, to salvage 
and rebuild rather than to de- 
stroy; to that end a plan must 
be presented acceptable to se- 





structive bankruptcy laws. If 
you are down but hesitate to 
go out of full or partial, insolvency the community may 
brand you as a social enemy, for the offense of blocking re- 
covery by stopping salutary deflation as a preliminary, per- 
haps, to inflation. At the same time, the improved laws are 
aimed at making the business of wilful failing less profitable 
and more hazardous than it was in those recent days when 
all rackets flourished. . 

Mr. Hoover's Presidential sun was close to the western 
horizon—March 3, 1933—-when the 72nd Congress’s pub- 
lic act No. 420 became law. Tacked onto the venerable 
bankruptcy act of 1898, which was brought into being to 
clean up the rubbish and debris of the depression of 1892- 
98 it opened the way for orderly compositions and exten- 
sions for business cripples, without receivers or trustees in 
bankruptcy. The ordinary individual debtor, without re- 
gard to social function, was given a chance to redeem and 
restore his property and business without going through 
the lethal cleaner. To the farmer was given a special sort 
of chance to climb out of the mire of insolvency. To the 
railroads was given means of obtaining an immunity from 
the curse of too much debt that was tempered to their 
complexities of debts and the ramifications of those obliga- 
tions, Sec. 77. 

A year later the general run of corporations was pro- 
vided by Congress with an escape from the worries of un- 
manageable debts. Sec. 77B is the designation of this 
trouble destroyer. It was touched up a bit more at the 
last session of Congress, and the farmers, having lost out 
in the original Frazier-Lemke bankruptcy amendment are 


curity holders, creditors and 
the court within a definite 
time set by the court. The old way was to appoint 
a receiver, and sell out the assets—sooner or later. Reor- 
ganization, if any, came after the death of the corpora- 
tion. Now it is possible for the owners of a cor- 
poration to apply plastic surgery while it is alive and in 
their control, and keep it intact from the processes of re- 
ceivership; which used to be largely a legal arrangement 
for somebody other than the debtors and, perhaps, than 
the creditors to get possession of the assets. The bank- 
ruptcy courts, upon acceptable petition, now step in and 
see that the sick business is reorganized under a trustee- 
ship if the stockholders and debtors or any considerable 
proportion of them so desire—and despite the opposition 
of recalcitrant minorities. Under the old way the assets 
might be conserved for somebody but there was not often 
much for the owners, particularly for the stockholders. 
Under Sec. 77 there is possible rehabilitation for the 65 
railways totaling 64,000 miles which are now in some 
form or degree of insolvency, a mileage considerably 
greater than was ever before recorded in the courts of 
receivership and bankruptcy. The Frisco was the first 
railway company to file a petition under the new law. 
That was in 1933—and it is still in limbo with no benefit 
of the law. Petitions and plans in reorganization have 
been filed by the Missouri Pacific, the Chicago & Eastern 
Illinois, the Chicago, Milwaukee & St. Paul and the West- 
ern Pacific. The Chicago & Northwestern has filed a peti- 
tion for permission to take the easy way out of its 
embarrassments. (Please turn to page 55) 
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One Year or Ten Years? 


—U. S. Steel’s Dividend Prospects 


To What Extent Has the Outlook for 
the Common Stockholder Brightened by 
the Recent Improvement in the Industry? 


By Henry RicHMonp, Jr. 


ONSERVATIVE 
for years, almost to 


the point of dry rot, 
it has taken the huge defi- 
cits of the depression years 
to jolt the Steel Corp. into 
taking stock of itself and 
its methods. Still among 
the largest of companies, 
the keystone of its indus- 
try, a bellwether in the 
stock market, no longer is 
it to be found Buddha-like 
before a golden-oak desk 
waiting for business: 
United States Steel is now 
ringing doorbells, and 
more besides. The com- 
pany, under the compara- 
tively new regime of My- 
ron C. Taylor, has com- 
menced to give itself the 
greatest shaking-up of its 
history and one can count 
upon the performance to 
be interesting, instructive, and probably constructive. 


Scacheri Photo, from Nesmith. 


On Three Fronts 


The shake-up is taking place simultaneously on three 
fronts: (1) Consolidation of subsidiaries; (2) Moderniza- 
tion and the abandonment of unprofitable plants; (3) 
Accounting practice. 

A most important step under the first heading has been 
taken already. Two large, wholly-owned subsidiaries, the 
Carnegie Steel Co. and the Illinois Steel Co. have been 
consolidated and from now on will be directed from a 
central office in Pittsburgh. The combined steel-making 
capacity of the two organizations is in excess of 20,000,000 
tons a year, which is approximately 73 per cent of U. S. 
Steel’s total capacity and about 29 per cent of the country’s 
total. The merger will be headed, not by the president of 
Carnegie, not by the president of Illinois, but by Benjamin 
F. Fairless, who was persuaded to resign from Republic 
Steel in order to take the job. Later it was announced that 
the Lorain Steel Co. of Johnstown, Pa., and other subsidi- 
aries would be part of the consolidation. 
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Fundamentally, these 
moves were part of the 
general plan for the 
achievement of greater 
eficiency; there were, 
however, other more im- 
mediate reasons. Since 
the passing of the Holding 
Company Bill by our New 
Deal Government, execu- 
tives of all large, widely- 
spread corporations have 
had the jitters, Public 
utility holding company 
executives know now, 
what it is that they are 
up against. There was, 
however, much talk in 
Congress of applying the 
utility bill more generally 
and the Steel Corp., with 
subsidiaries in the neigh- 
borhood of two hundred, 
might look like the best of 
targets. Thus, a certain 
urge to simplify now, lest simplification be forced upon 
one some time in the future. 


Money Saving Mergers 


Another valid reason is to be found perhaps in the Gov- 
ernment’s prohibition of consolidated income tax returns. 
In the past, when one subsidiary lost money the loss was 
deducted in effect from the profits of another subsidiary. 
Today, while the losing subsidiary would pay no tax, the 
subsidiary with earning power would pay on all its profits. 
At the present time, it would be harder to find subsidiaries 
doing more variedly than those of the Steel Corp. For 
example, last year, operations were so far below capacity 
that the company just did not have the heart to bring iron 
ore into its operations at what it really cost to produce, but 
charged nearly $8,000,000 (“overhead” on iron ore proper- 
ties, of which the greater part was taxes) directly to profit 
and loss, rather than to operating accounts. Again, we 
suspect that Lorain Steel, whose business is manufacturing 
railroad frogs, grooved rails and other transportation spe- 
cialties, did exceedingly badly last year and had the loss 
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not been brought into a consolidated account, the parent 
company’s tax bill would have been materially higher. 
Finally, in the consolidation of subsidiaries there are to 
be found certain direct savings. Although there was never 
any complete duplication of sales forces between Carnegie 
and Illinois, nevertheless the merger will result in further 
simplification and economy. In addition, there should be 
a moderate reduction in bookkeeping expense and the ex- 
pense of keeping surplus corporations alive. All this, of 
course, is for the good of the Steel Corp.’s stockholders. 


Millions for Plant Changes 


The second phase of the shake-up in United States Steel 
involves the modernization and renovation of existing pro- 
perties and the abandonment of those no longer useful. 
Along these lines not a great deal has been done actually 
so far, although there is no question of developments being 
of the greatest importance. Myron C. Taylor, chairman of 
the board of the Steel Corp., said somewhat vaguely the 
other day that the company was currently 
engaged in spending $70,000,000 in plant 
changes, modernizations, etc., and would 
be called upon to double this amount with- 
in the near future—$140,000,000 will ac- 
complish a vast amount of rehabilitation. 

As yet, the plant abandonment and re- 
tirement program is not very far along. A 
minor plant here, one there, abandoned; a 
blast furnace or two, as in the case of 
Cleveland’s Newburgh Steel Works, dis- 
mantled, is about as far as it has gone. 
One feels certain, however, that more is 
to follow; real activity on this division of 
the program probably depends to some ex- 
tent upon the result of a survey that is 
now being made. 

Such survey was first revealed in the 
Steel Corp.’s report of last year. This is 
the way it appeared: “The subsidiary com- 
panies are at present engaged in making a 
detailed analysis of their net investment in 
depreciable property which j 
will involve an adjustment 
of allowances provided for 
general depreciation during 
past years. This analysis 
will be complete some time 
in 1935. It is impossible at 
this time to determine what 
the approximate amount of 
this adjustment may be. 
Therefore, no allowance for 
it is reflected in the ac- 
counts at December 31, 
1934. Any consideration 
of net property investment 
and surplus accounts shown 
in this report should ac- 
cordingly be made subject 
to final determination as 
indicated.” It was on this 
concrete evidence that men- 
tion was made of the book- 
keeping shake-up in the first part of this article; it connotes, 
of course, that the company is dissatisfied with past deprecia- 
tion policies, feels that depreciation reserves are not ade- 
quate and consequently net property valuation too high. 

Additional evidence backs this conclusion. At the end 
of last year the Steel Corp. carried its properties, after 
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depreciation, depletion, etc., at the net amount of $1,600,- 


000,000. For 1934 depreciation, depletion and obso- 
lescence, charges were in the neighborhood of $44,000,000, 
or well under 3 per cent on the net property valuation. 
Admitting that a portion of the company’s property is 
undepreciable (although it is hard to see that anything at 
all is not subject under certain circumstances to a permanent 
reduction in earning power value) and also that much of 
it cannct be duplicated at any price, nevertheless 3 per 
cent for depreciation is not a figure that would startle the 
imagination because of its size. It would look differently, 
of course, were tremendous sums being charged to ‘“main- 
tenance,” but this is not the case—$51,000,000 last year 
and $38,000,000 the year before, including the transpor- 
tation properties. 


Return on Investment 


It is often said that the steel business is a feast or a 
famine, but even in the feast years of the late twenties the 
Steel Corp. earned what under the circum- 
stances must be considered not a particu- 
larly large return on its net property valu- 
ation—in the neighborhood of 10 per cent 
—-and the yearly average since the War 
is much under this. Is it not reasonable to 
contend, when the return on net property 
valuation is small over a long period of 
years, that as a practical matter the trouble 
lies with the property valuation, not with 
the return? For years, the railroads snorted 
about earning 2.7 per cent, or 3.1 per cent, 
or something on their property valuation 
when the Transportation Act seemingly 
gave them the right to earn 6 per cent 
without “recapture” of even part of their 
earnings. Did it do them any good? It 
certainly did not and everyone knows now 
that as a practical matter the railroads of 
the country for the most part are grossly 
over-valued and grossly over-capitalized. 

Railroads have only been brought into 
this discussion for the pur- 
pose of illustrating what 
time can do to previously 
conceived ideas of property 
valuation. A well-main- 
tained railroad can contend 
logically that its property 
never depreciates in the 
physical sense; but parallel 
it with a four lane super- 
highway. Similarly, 
although there is no ques- 
tion of the case that could 
be made out for the Steel 
Corp.’s present book values, 
it is suspected that the 
changes of time have caught 
the company unawares. 
Geared to the demands of 
railroads and other con- 
sumers of heavy steel, for 
its size and prominence it 
is ill-represented in the field of sheets, strip and other light 
steels taken in such remarkable quantities over the past 
few years by the automobile, the household refrigerator and 
like lines. Hence, the $140,000,000 expansion program, 
much of which will go for modern machinery with which 
to make these light steels. If the demand for heavy steel 
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comes back—and conceivably it might never again be as 
important a part of the business—all right: if not, then 
the Steel Corp. to hold its prominence in the industry needs 
to wage successful war against a number of strongly en- 
trenched independents which have learned already how 
to make money in light steels. 


Meaning of Bookkeeping Changes 


Although the consolidation of subsidiaries and the expen- 
ditures being made for modernization and expansion clearly 
have a direct effect upon Steel’s stockholders, the reason 
for the discussion of property valuation and depreciation 
may be less obvious. No pen-scratched entry in a ledger, 
of course, makes the slightest difference to the real value 
behind a stock; it can, however, radically alter the apparent 
value and, as this is frequently confused with the first, shocks 
often result from bookkeeping changes. Suppose that the 
survey of depreciable property reveals that current reserves 
are not adequate; what are the steps that might be taken 
to adjust them? Would U. S. Steel materially write down 
its property account by utilizing earned surplus as so many 
corporations have done over the past few years? 

We have no doubt that such a course would go directly 
against the company’s conservative gain. Yet, it would make 
stockholders feel better (for no valid reason) in subsequent 
years and the only real objection to it, is that it spoils a 
continuous record of consistent accounting practice. As of 
December 31, 1934, United States Steel Corp. had an 
earned surplus of roughly $529,000,000, $270,000,000 of 
which was stated to have been appropriated and invested 
in capital expenditures. It could all be employed in writing- 
down property accounts, while—perish the thought—a re- 
duction in the par value of the common from $100 a 
share also would pro- 


$140 a share. The fact that this debt retirement took 
place on the eve of a great depression may possibly have 
saved the corporation from receivership and certainly saved 
it the necessity of borrowing very heavily from the banks. 
Total debt service charges last year were $32,000,000 less 
than in 1928. Thus, it is apparent, had the 1928-rate of 
charges persisted throughout the depression, there would 
have been nothing left of the $68,000,000 in cash and 
$122,000,000 in marketable securities which existed at the 
end of 1934. In view of what the company has been saved 
by debt retirement, its eagerness to stick its head into 
another possible noose is very questionable. 

A similar objection to the issuance of preferred stock 
would not be so strong, although undoubtedly it would be 
realized that if the company’s business slumped again, pre- 
ferred accumulations would pile up faster than ever; pre- 
ferred stock, however, is a possibility. The third way of 
liquidating present preferred accumulations—by cash de- 
rived from earnings—depends for its success within a 
measurable future on still further material betterment in the 
steel industry. Let us see what gains are necessary. 


Back Towards Profits 


For 1932, the Steel Corp. reported a net loss of $71,- 
000,000 before preferred dividends, the deficit after divi- 
dends totalling $92,000,000. This was the worst: in the 
following year the deficit after dividends was $44,000,000, 
while during 1934 further gains were made, the deficit 
being $29,000,000. For the first six months of this year, 
the deficit after dividends was $6,500,000. It is apparent, 
therefore, that substantial progress has been made already 
and the final deficit which will be reported for this year 
should not be much more than, say, $10,000,000. 

In September the 
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days. For the first nine 
- months shipments to- 
talled 5,341,000 tons, 
compared with 4,797, 

000 tons in the first 
nine months of 1934— 
a gain of about 11 per 
cent. With a rated ca- 
pacity of finished steel 
products for sale of 
about 19,200,000 tons 
annually, the company’s 
production this year 
will prove to have aver- 
aged in the neighbor- 
hood of 35 per cent, 
which would be 4 per 
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accumulations. At the 

end of this year, dividends of $16.25 a share will have 
accumulated on 3,602,181 shares of preferred stock, or not 
far from $60,000,000 in all. How are these to be liqui- 
dated? There are several possibilities: (1) By a bond, or 
debenture issue (2) By issuing additional preferred stock 
(3) By payment in cash, the cash being derived from 
earnings. 

The great objection to the first plan is that the United 
States Steel Corp. towards the end of 1929 retired some 
$270,000,000 of its own bonds and some $30,000,000 of 
subsidiary bonds, about $142,000,000 of the money being 
derived from the sale of stock to common stockholders at 
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cent better than the 

rate at which the corporation operated last year. 
United States Steel evidently requires to operate (on 
the basis of wages and prices as they currently exist) 
throughout the year at something above 40 per cent of 
capacity in order to break even, at possibly 45 per cent 
of capacity to earn preferred dividends and at, at least, 
50 per cent of capacity before anything material would 
accrue to the common stock. This affords a rough yard- 
stick of how much more progress is necessary before liqui- 
dation of the preferred dividend accumulations can be 
accomplished out of earnings. And, under present condi- 

(Please turn to page 51) 
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and Holding Companies? 





g Do You Know How New Proxy Rules Affect You as a Stock- 
holder or What Is Being Done About Investment Trusts, 


| New SEC Rulings Interpreted 


By J. C. CrrFrorp 


OW that the country as a whole has 
become accustomed to the Securi- 
ties €& Exchange Commission’s 

regulation of the business of dealing in 
stocks and bonds, it is not generally real- 
ized perhaps how intensely active the 
Commission continues to be. This is, of 
course, understandable. The stock-owing 
public, the stock exchanges, dealers in 
securities and bankers, were all scared out 
of their wits when regulation first went 
into effect, but when, after a time, they 
discovered that nothing very terrible had 
happened there was a disposition, as S E C 
drifted off the front pages of newspapers 
to the financial section, to accept it. But 
various rulings of the Commission are too 
important to security traders and investors 
to be overlooked. We are giving, there- 
fore, a short digest of the S E C’s more 
important activities in recent months. 


Acme Photo 


Proxy Rules. Recognizing that in the 
past the solicitation of proxies had been a 
source of abuse, the framers of the Securi- 
ties Exchange Act of 1934 inserted a sec- 
tion giving SEC the right to promulgate rules and regula- 
tions concerning the practice. This has now been done. 
The basic idea behind the new rules is that the person whose 
proxy is being solicited has a right to know who is behind 
the solicitation and for what purpose it is being made. If 
the management of the company is the solicitor, it must say 
so; if another person or persons, they must say who they 
are and what interest they hold in the company. It is neces- 
sary also to give the stockholder a brief description of the 
questions upon which the solicitor intends to vote his proxy. 
Finally, and not the least interesting of the new proxy rules, 
is that any stockholder by furnishing the material and 
tendering a reasonable cost for the service can force a com- 
pany’s management to mail his solicitation of proxies. 

Despite the fact that some lawyers have questioned the 
constitutionality of the new proxy regulations, it is generally 
held that they are reasonable and therefore that they should 
be accepted without objection. In the past there have been 
many bitter corporate fights, the merits of which the little 
stockholder often did not know. Now, under the new rules, 
Majorities and minorities are treated exactly alike, their 
identities revealed, their objectives made public. This is 
completely in line with the fundamental principle of the 
security laws and the additional publicity now required for 
proxy solicitation will do stockholders no harm and may at 
times do them considerable good. 
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Regulation of the over-the-counter 
market. While SEC has made a start 
on its mission to regulate the over-the- 
counter market, the task is so huge and 
complex that the matter necessarily pro- 
ceeds slowly. So far as the dealers in this 
market are concerned, the Commission is 
busily trying to register them with a view 
to knowing exactly who it is that they 
have to regulate. There are generally 
supposed to be some 5,000 over-the-coun- 
ter dealers, of which more than 3,000 have 
already registered. It seems to be SEC's 
present intention to regulate these dealers 
largely by permitting them to regulate 
themselves through the medium of the In- 
vestment Bankers Association to which 
most of them belong. A division of § E C, 
of course, will see that the self-regulation 
is being carried out satisfactorily, but as 
long as this is being done there will be 
little inclination to interfere. 

So far as the companies whose stocks are 
dealt in over-the-counter are concerned, 
the Securities & Exchange Commission has 
taken an extremely practical stand. When 
it found that there were more than 16,000 companies with 
a capitalization of more than $1,000,000, it came to the con- 
clusion that the supervision of such a vast array of securities 
was an impossible task. The Commission therefore has de- 
cided to concern itself with securities of companies whose 
capitalization is at least $3,000,000. It will be some time, 
probably several years, before S E C has the over-the-counter 
security business under complete control. There is, how- 
ever, much to be said for its method of making progress 
sl 

Registration of Foreign Government Bonds. The 
fiscal information required by SEC in order that foreign 
government bonds may continue listed on our exchanges is 
not particularly onerous. Nevertheless, there is nothing we 
can do to force a foreign government to give us information 
of any kind and it seems that there is some disposition on the 
part of individual countries to refuse, in which case the issue 
would be delisted. As these securities are owned by Ameri- 
can investors and it is our own citizens who would suffer in 
the event that delisting resulted in a price decline, the situa- 
tion presents something of a problem. There are about 
$4,500,000,000 in foreign government bonds listed on our 
exchanges at the present time; thus it can be seen readily 
that the loss to American investors might well be substan- 
(Please turn to page 54) 
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Pillar of the second-hand 
car market 


Speaking of the motor industry, 
it owes a great debt to the New Deal 
for providing the colored population in 
the larger centers with both the funds 
and the leisure to take up a lot of the 
slack in the second hand market. These 
stalwart voters are driving more cars 
than ever before, and larger and better 
cars. Liza occasionally does a day’s 
washing, grudgingly, to keep the car 
supplied with gas for extra long trips, 
and on that day Rastus drives down 
to relief headquarters and complains 
that the checks for rent and food have 
been slow arriving, and that they ought 
to be ashamed of themselves for having 
given him such an ill fitting pair of 
shoes! 


* * 


Expenditures of $25,000,000 this 
year have raised Chevrolet capacity to 
6,000 units daily. It is to be hoped 
that the market is as large. 


x * *& 


Reports that American oil companies 
will benefit in the case of sanctions 
against Italy. This may be so, but will 
they get paid. 


* * 


Automobile stocks and the 
November show 


It will be interesting to see what 
effect, if any, the November auto show 
has on a stock market pattern of long 
standing. In the past there has often 
been a display of speculative enthu- 
siasm in January along with the intro- 
duction of new models; but usually 
the real advance in an “automobile 
year” has awaited the first days of 
cpen weather for proof of the attitudz 
of buyers. The spectacular rise that 
started in March, 1928, is an illustra- 
tion in point. There was, in other 
words, a lapse of nearly three months 
between the display of the new mod- 
els and the aggressive discounting of 
earnings in the market. The question, 
consequently, is whether, assuming 
1936 is to be a good auto year, the 
market will follow the old tradition, 
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Brown Bros. 





For Profit 


with a wait of five months, or develop 
a new formula. 


Past predictions of remarkable fu- 
ture for alloy steels are being substan- 
tiated; a lot of buying in certain steel 
stocks, Union Carbide, International 
Nickel has taken place with this at 
the back of the buyer’s mind. 


* * * 
What nine months reports show 


By and large the corporate reports 
now coming to hand covering the first 
nine months of this year, show in un- 
mistakably concrete form that the talk 
of better business has been no figment 
of the imagination. Among the more 
important corporations, American Tele- 
phone & Telegraph reported (on a 
consolidated basis) earnings of $4.28 a 
common share for the first nine months 
this year, compared with $3.85 in the 
corresponding period of 1934; General 
Electric 60 cents a share against 41 
cents; Westinghouse Electric $3.31 on 
the combined preferred and common 
against a large net loss last year; Cater- 
pillar Tractor, reflecting the increased 
demand for farm and road building 
equipment, $2 29 a share against $1.56; 
Doehler Die Casting, which expects to 
do even better this year because of the 
swing to die cast radiator grills on the 
new automobiles, $1.95 against $1.84. 
On the other hand, the improvement 
over last year has not been completely 
universal. Atlantic Refining earned 


only 71 cents a share in the first nine 
months of this year compared with 
$2.02 in the first nine months of 1934; 
Schenley, despite the fact that in the 
September quarter earnings of $1.64 
a share were considerably better than 
the $1.01 reported for the same quar- 
ter last year, earned only $4.53 in the 
first nine months of 1935, against $5.08 
last year. Public Service of New Jer- 
sey, as might have been expected from 
lower rates and increases in taxes and 
other expenses, earned $2.63 a share in 
the twelve months to September 30, 
compared with $2.77 in the previous 
year. 

From the remarks of Lessing J. 
Rosenwald, chairman of the board of 
Sears, Roebuck, before the Congres- 
sional subcommittee investigating mer- 
chandising, it would seem that many 
retailers are going to have a hard 
time translating the increase in their 
sales into profits. Mr. Rosenwald said 
that although the sales of Sears, Roe- 
buck had increased 8.5% taxes had 
jumped more than 100%. See below. 


* * * 


Safeway’s record breaking sales con- 
tinue, those for the four weeks to Oc- 
tober 5 being 26.3% ahead of the cor- 
responding previous period—but the 
President says the increase will not 
mean any additional profit. Answer: 
higher costs and expenses. 


Action of Allis‘Chalmers reflects the 
accelerated swing from red to black 
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Ford Motor Photo 


and Income 


figures. Earned well over $500,000 in 
July and August. 


R. C.A. divests itself of 
R-K-O headache 


Radio Corp. of America originally 
bought into Radio-Keith Orpheum for 
the purpose of assuring itself a large 
market for sound reproduction devices. 
The investment, however, proved a 
headache almost from the beginning, 
with R-K-O entering the courts in 
February, 1933. For a time it seemed 
extremely doubtful whether Radio 
Corp. would ever regain any substan- 
tial part of the $15,000,000 it sank 
into its troublesome subsidiary. It has 
just been announced, however, that 
Atlas Corp., with Lehman Brothers, 
Manhattan Bankers, having something 
to do with the transaction, have pur- 
chased an unspecified portion at an 
unspecified price of Radio’s R-K-O 
holdings. These, at the end of last 
year consisted of 1,259,464 shares of 
common stock, or 49% of the total, 
end $9,786,655 of the ten-year 6% 
debentures due. in 1941, or 84% of 
the total outstanding. The combined 
market value currently is between $15,- 
000,000 and $16,000,000. 

The transaction seems to be of 
¢reater immediate importance to the 
holders of Radio’s preferred “B” stock 
than to anyone else. Dividends have 
accumulated on this issue to the extent 
of $20 a share, or a total of $15,345,- 
000 on the 767,275 shares of “B” 
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stock outstanding. Will the arrears be 
liquidated shortly? No outsider knows 
Gefinitely, of course, but in view of the 
tact that Radio Corp. already has 
plenty of money, it will not be surpris- 
ing if a substantial part of the cash 
received on the R-K-O sale is turned 
cver to the holders of the “B” pre- 
ferred. 
* * & 


Although tin consumers in this coun- 
try blame the subtle manipulations of 
the international tin pool for the high 
price of the metal, tin is really com- 
paratively scarce and experts talk of 
world supplies being exhausted in the 
not too distant future. With this in 
mind, what will happen to the price 
in the event of serious European hos- 
tilities? 


For some a bull market— 
for others not 


It is surprising how the recent surg- 
ing rise of some stocks has obscured the 
fact that for many issues the present 
is not a bull market, but a bear mar- 
ket. Chrysler, Westinghouse, the mo- 
tor equipments, the farm equipments 
can all soar, their rise being heralded 
with the greatest enthusiasm accom- 
panied by rumors of pools and manipu- 
lation, but look at the ones that are 
still selling at, or close, to their lows 
for the year. In the latter group are 
several of the gold stocks which were 
such speculative favorites a year or 


so ago; a number of proprietary drug 
stocks—Lambert, Lehn & Fink and 
others; the rubber companies — Fire- 
stone and Goodyear; and finally a num- 
ber of food stocks and chain groceries. 
It all goes to show how some people 
manage to lose money in what is gen- 
erally thought to be a rampant bull 
market. 


The doubling of the Swift & Co. 
dividend from 12/2 cents a share quar- 
terly to 25 cents and the special dis- 
tribution of 25 cents injected a little 
new life into packing shares. 


* * %* 


New Buick prices lower; Cadillac 
and La Salle prices lower; Ford prices 
some up, some down, but not much 
change. Doesn’t look as if the majority 
of John Publics were going to get their 
new cars for much less than their neigh- 
bors have been paying this year. 


Watch Italian securities 


Bankers estimate that some $200,- 
000,000 of Italian government, indus- 
trial, public utility and municipal 
bonds, interest on which is paid in 
American dollars, are owned in this 
country. Given another six months of 
war in Ethiopia, with an already haz- 
ardous financial position further weak- 
ened by sanctions, to say nothing of a 
possible outbreak of hostilities in 
Europe, and Italy might find it ex- 
tremely difficult to obtain the dollars 
necessary to meet the service of these 
debts. Should the war last a year, or 
longer, the same interests regard an 
Italian financial debacle as inevitable, 
with repercussions as unpleasant as 
those that followed the German and 
Austrian collapses. 


*% 


Wallace of the A A A has been 
cuick to step on baking companies who 
were talking about a rise in the price 
of bread to compensate for the in- 
creased costs that government have put 
upon them. Is it possible that Wash- 
ington is at last paying some attention 
to the consumer? 
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The Textile Cycle Rises 


What Does It Mean: For Cottons? 
For Woolens? For Silk? For Rayon? 


T is virtually im- 

possible to con- 

sider the textile 
industry as an entity 
for the manufacture 
of textiles embraces 
four separate indus- 
tries, each of major 
importance in its own 
right. Each — the 
manufacture of cot- 
ton, woolen, silk and 
rayon fabrics and 
textiles—has its own 
problems of costs, 
consumption, profits 
and competition. It 
is necessary, there- 
fore, that each be 
considered separately 
and their prospects 
adjudged accordingly. 

The manufacture 
of textiles is one of 
the oldest industries 
in the country and the necessitous 
aature of its products gives it one of 
the most valid claims to basic impor- 
tance. Yet the industry must be classi- 
fied as being decidedly of the “prince 
and pauper” type, with a background 
made up mainly of a long succession 
of deficits or insignificant profits, re- 
flecting fundamental adversities which 
are deep-rooted and not easily adjusted. 
Exception to these generalizations may 
be made for the rayon division, the 
youngest and most virile member of 
the group. 

Recently there has been a decided 
increase in cotton mill activity; woolen 
mills are operating near Capacity pro- 
portions; silk production is responding 
to seasonal influences; and both the 
production and consumption of rayon 
this year promise to set a new high 
record. With all divisions of the tex- 
tile industry showing uniform gains, 
it is timely to examine causes and 
effects. Have these important indus- 
tries swung into the march toward 
recovery and will they be able to main- 
tain the pace set by the more dynamic 
industries? The answers to these vital 
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Courtesy, Industrial Rayon Corp. 


Twisting Department in Rayon Plant 


questions are important not only from 
an investment standpoint, but from 
the standpoint of general economic 
progress es well. 


Over-Capacity in Cotton Textiles 


To get at the roots of the funda- 
mental handicaps which have reduced 
both the cotton and woolen textile in- 
dustries to an unprofitable state, it is 
necessary to go back to the war years. 
The demand through the war years for 
cotton and woolen goods, both in this 
country and abroad, seriously taxed 
the producing capacity of the domes- 
tic industry, ultimately resulting in a 
considerable enlargement of produc- 
tion machinery. Aided by the sus- 
tained post-war demand from abroad, 
this condition did not have any serious 
effects until several years after the 
cessation of hostilities, but with the 
rehabilitation of the European indus- 
trial plant, sales of American cotton 
and woolen goods abroad suffered a 
drastic decline. In late years this con- 
dition has been further accentuated by 
the development of economic national- 


ism, foreign exchange 
difficulties, currency 
devaluation and the 
low labor and manu- 
facturing costs 
abroad. The economic 
ascendancy of Japan 
has also cut into the 
already restricted 
markets abroad. The 
net result has been 
that in the past fif- 
teen years there has 
been a drop of 75% 
in the volume of cot- 
ton textile exports 
and exports of woolen 
fabrics have all but 
disappeared. Relying 
heavily upon the do- 
mestic market, and 
with facilities capa- 
ble of producing an 
output far greater 
than normal demand, 
the textile industries have been char- 
acterized by alternating years of de- 
creasing and increasing activity. 
This latter condition, familiarly 
known as the two-year textile cycle, 
has been present without deviation in 
each year since 1926. The explana- 
tion is simple. Rising prices have in- 
variably brought a rush of forward 
buying; inventories in the hands of 
distributors reach excessive propor- 
tions; a buyers’ market ensues; and 
manufacturing activity undergoes a 
drastic decline until the market has 
absorbed accumulated inventories. The 
whole process requires two years— 
one of feverish activity and one of 
practical stagnation. It will be re- 
called, in the present circumstances, 
that the textile industry was one of 
the first to turn up in 1933, and in 
fact experienced a veritable boom. 
During the best part of 1934, the in- 
dustry was concerned with the absorp- 
tion of the excessive output of the 
previous year and the upturn currently 
in evidence reflects the depletion of 
inventories. 


Aggregate textile activity in the 
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third quarter of this year 
showed a gain of about 


textiles at a rate not far 
below normal. Costs, al- 


45% over the same Textile Companies Most Favorably ready burdensome in the 
months of last year and Situated at This Time industry, were increased 
while doubtless October | by the processing tax of 
will witness a seasonal Eamed Per Share Recent Divi. a 4.2 cents a pound, which 
peak, followed by a taper- Adams-Millis....... 3.41 1.46 35 2.00 5.7 market conditions _ pre- 
ing-off of activity in the Belding Heminway.. 1.07 0.60 14 1.00 7.0 vented from being passed 
last two months of the Cannon Mills....... 2.60 NF 88 3.00 along in full to the con- 
year, activity for the year nero anil Pei cals eee ~ sumer. In Mr. Leonard's 
will probably show a gain daseiel Rven.... 9.98 0.69(a) 34 1.68 4.9 opinion the soundest so- 
of from 20% to 25% *ist 6 mos. (a) 9 mos. to Sept. 30. (b) Year ended Mar. 2, ’35. lution to the industry's 


over 1934. 
Although it is possible 


(c) 3 mos. ended June 1, ’35. 


(d) Deficit. NF Not available. 











dilemma would be a re- 
duction of from six to 











that the aggregate pro- 
duction of cotton goods 
this year may show no significant gain 
over last year, owing to the sharp in- 
crease in output following the textile 
strike in 1934, there is likely to be an 
improvement in the statistical position 
of this important division. Reports 
indicate that there has been a com- 
mendable lack of speculative buying 
this year, with the result that, while 
mill output has been stepped up, it 
has not exceeded new orders placed. 
Price advances have been moderate. 
For the present, at least, conditions 
favor sustained activity for a period 
of months and unless production again 
gets out of hand prices should con- 
tinue firm. 


Considerably ahead of earlier ex-. 


pectations, consumption of domestic 
wool has been maintained this year at 
the highest levels since the war. Prices 
have been advanced and many mills 
have booked orders which will insure 
capacity operations at least until the 
end of the year. It has been estimated 
that production of woolens and worst- 
eds in the final quarter will run some 
40% higher than in the earlier months 
of the year. After the first of the 
year, however, activ- 
ity will probably re- 
cede as the stocking 
of necessitous inven- 
tory requirements is 


completed. 
In the main, how- 
ever, it is to be 


doubted that the cur- 
rent improvement in 
either the cotton or 
woolen textile groups 
will enable represent- 
ative companies to 
show more than 
scanty profits or over- 
come to some extent 
the deficits suffered 
in the earlier months. 
Cannon Mills, by vir- 
tue of skillful mer- 
chandising methods, 
will doubtless con- 
tinue to be an out- 
standing exception to 
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the general experience of the cotton 
textile division. Adams Millis, spe- 
cializing in cheap cotton and rayon 
hosiery, likewise should give a good 
account of itself. On the other hand 
such leading companies as Pacific Mills, 
Pepperell Manufacturing and Cluett, 
Peabody & Co. while showing mod- 
erate improvements are handicapped 
by fundamental problems within the 
industry. American Woolen may 
make the best showing since 1929 in 
gross business and a profit should sup- 
plant the large deficit of last year. 
The obstacles in the path of cor- 
porate profits in the cotton textile 
group were succinctly emphasized by 
Russell H. Leonard, president of the 
Pepperell Manufacturing Co., in that 
company’s annual report recently is- 
sued. The company’s net sales in the 
1935 fiscal year were the largest for 
any year in the company’s eighty-three 
years’ existence— yet the company 
operated at a loss of $438,000. The 
major difficulty of the cotton textile 
industry and its primary losses were 
attributed to overproduction, despite 
the sustained consumption of cotton 








Looms in New England Woolen Mill 


seven million spindles 

out of a total now in 
operation of about thirty-one mil- 
lion. 


No little uncertainty and confusion 
prevails in the industry as to the ulti- 
mate distribution of processing tax 
money, in the event that AA A is de- 
clared unconstitutional, and this is 
undoubtedly exercising a restraining 
effect upon the placing of new 
orders. 

Actually, the real problems of the in- 
dustry antedate the tax situation by 
some time and these can be overcome 
only by the elimination of obsolete 
equipment and the reduction of manu- 
facturing costs to a point which would 
not only put selling prices on a parity 
with consumers’ income and purchas- 
ing power, but permit a profit to the 
producer as well. 

The industry is definitely unable to 
carry the burden of increased costs 
resulting from the processing tax, 
the cotton program and a 70% in- 
crease in the average hourly wage and 
until these conditions have been 
substantially corrected profitable oper- 
ations will continue to be the exception 
rather than the rule. 

Such factors as 
changing styles, a 
trend toward lighter 
weight fabrics and 
the necessity for man- 
ufacturers to import 
a large portion of 
their requirements 
over a high protec- 
tive tariff, making for 
the maintenance of 
high raw material 
costs, have resulted in 
a steady decline in 
the consumption of 
wool. Domestic con- 
sumption has dropped 
40% in the past 
twelve years. Not 
only has the industry 
suffered a severe loss 
to competing fabrics, 
but this in turn has 

(Please turn to 


page 53) 
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PHILLIPS PETROLEUM 





Depression Did Not Stop 


This Company 


Expanded Operations, Larger Sales, 


New Process and Rising Earnings 


By Gerorce L. Merton 





DENTIFIED with an in- 


tory contiguous to its produc- 





dustry in which huge cor- 

porations with wide-flung | 
interests are the rule rather | 
than the exception, Phillips 
Petroleum Co., a unit which | 
appears relatively small only 
by comparison with the sev- 
eral Standard Oil companies, | 
Texas Corp., Shell-Union and 
others, has nevertheless distin- 
guished itself in more ways 
than one. The company’s 
achievements have been such, 
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ing facilities, thereby insuring 
obvious advantages for itself 





and avoiding the expense and 





uncertainty of attempting to 





invade new sections of the 





country where its status would 





be that of a raw newcomer. 
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BASED ON PRESENT CAPITALIZATION 


A highlight in the com- 
pany’s history was the acquisi- 
tion in 1930 of the Independ- 
ent Oil & Gas Co., which 
added $36,000,000 to its pro- 
perty investment. Three crude 














oil refineries, strategically lo- 





in fact, that they would be a 
distinct credit to any indus- 
trial enterprise, whatever its size. Not 
the least of these is the virtual cer- 
tainty that the company’s business vol- 
ume this year will set a new high 
record, accompanied by earnings which 
will not be far from the best in the 
company’s history. Better earnings are 
always good news but record earnings, 
at this stage at least, are worthy of 
industrial headlines. But back of them 
lie the less spectacular but none the 
less important progress of the com- 
pany in other phases of its business. 


Ninety Times Original Size 


Phillips Petroleum started as a pio- 
neer in the Oklahoma oil fields and was 
incorporated in 1917, with gross capi- 
tal assets of about $3,000,000. Today 
the company’s capital assets are carried 
on its books at more than $276,000,- 
000. The difference between these fig- 
ures is the measure of the company’s 
growth from a small local concern to a 
large and self-sufficient oil company. 

In its early years Phillips engaged 
solely in the production of crude oil, 
natural gas and natural gasoline. It was 


4 


ty 


in this capacity, as a wholesaler, that 
the company steadily grew in both 
scope and prestige, maintaining the pace 
set by the unceasing increase in the 
demand for petroleum products. About 
eight years ago, however, it became 
apparent with the increasing pressure 
of competition, that it would be to the 
company’s best interests to refine, trans- 
port and market a large part of its raw 
products as finished ones to the ulti- 
mate consumer. Then began an exten- 
sive program of expansion and erection 
of new plants and facilities, having for 
its objective a complete co-ordination 
of all of the major activities of the 
petroleum industry within the com- 
pany’s own ranks. 


A Growing Independent 


Pursuing this program with com- 
mendable vigor, the company, in less 
than a decade has firmly established it- 
self as one of the foremost “independ- 
ents” in the Central West. As an im- 
portant feature of this program, the 
company capitalized its prestige and 
concenrated its expansion in the terri- 


cated, were acquired or built 
and were connected to the company’s 
various producing fields by hundreds of 
miles of crude oil gathering lines. To 
insure the full benefits of low cost 
transportation, the Phillips Pipe Line 
Co., was organized in 1930 and con- 
structed a pipe line system 681 miles 
in length. This company was taken 
over by Phillips in 1932 and at the 
end of last year 736 miles of gasoline 
pipe lines were in operation. 
Completing the integration, market- 
ing outlets were built up from four 
service stations in 1927 to 1,800 in 
1928, 6,750 in 1929 and 9,360 at the 
end of 1934. Of the latter, 2,261 were 
bulk stations and 6,512 were dealer 
outlets, either owned or controlled and 
587 were other dealer outlets. Reflect- 
ing this great increase in marketing 
facilities, sales increased through the 
company’s own stations from 60,000,- 
000 gallons in 1929 to more than 330,- 
000,000 gallons in 1934. Phillips’ ser- 
vice area embraces 22 states in the 
Central West and total sales of all 
finished products last year amounting 
to 767,095,000 gallons, as compared 
with 672,499,000 gallons in 1933, were 
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the largest in the company’s history. 

Other facilities, vital to the low cost 
manufacture of petroleum products in- 
clude storage capacity sufficient to 
provide for 5,287,000 barrels of gaso- 
line and 13,843,500 barrels of crude 
oil. There are eight water plants sup- 
plying the company’s own requirements 
as well as additional companies and 
towns. There is a large fleet of trucks 
and some 2,500 tank cars. All in all 
the company presents a picture of a 
soundly conceived industrial unit with 
all major activities from the oil well 
to the consumer co-ordinated in a 
manner designed to restrict costs to an 
exceedingly low level. 


Natural Gasoline 


Phillips Petroleum pioneered in the 
development of gasoline from gas va- 
pors produced in connection with oil 
wells. This product is known as natural 
gasoline. The company is credited with 
perfecting much of the apparatus now 
used in the manufacture of natural 
gasoline and is itself reputed to be the 
world’s largest source of natural gaso- 
line. Last year, in the company’s 38 
natural gasoline plants there were pro- 
duced 263,875,968 gallons of natural 
gasoline, used in blending with the 
company’s own various brands of gaso- 
line and sold wholesale to other refiners. 

In addition to the company’s diversi- 
fied interests concerned directly with 
oil and gasoline, and contributing an 
important share of profits, 
are the valuable natural gas = >—————— 


for Phillips to identify itselt with the 
actual manufacture of this product. A 
50% interest is owned in the largest 
carbon black plant in the world and 
last year the company’s total sales of 
carbon black reached the impressive 
total of nearly 20,500,000 pounds. 
Principal users of carbon black include 
tire manufacturers and producers of 
printing ink, black paint and lacquers. 
Demand for carbon black nas gained 
visibly during the past two Years, en- 
abling manufacturers to correct over- 
production and improve the price 
structure. 

Another product which the company 
has successfully developed is Philgas, 
a natural gas which is compressed and 
purified in special plants and shipped 
in tank cars as a liquid. The liquid 
becomes gas again once the pressure is 
released. This product is sold to indi- 
vidual consumers to which regular gas 
fuel is not available for cooking and 
heating; it is extensively used in vari- 
ous industrial processes; and it is also 
utilized for various purposes by manu- 
facturers of fuel gas. Although a com- 
paratively recent addition to the com- 
pany’s fold, this division is a profit- 
able and growing one. Sales of Philgas 
last year totalled 22,664,100 gallons 
compared with 17,309,000 gallons in 
1933 and 13,333,000 gallons in 1932. 

For more than a year Phillips has 
been making a substantial quantity of 
motor fuel by polymerization, a new 
process which transforms into motor 





mercial value is indicated by the recent 
announcement of the formation of the 
Polymerization Process Corp. by Phil- 
lips, and in which Texas Corp., Stand- 
ard Oil Co. (Indiana) and Standard 
Oil Co. (New Jersey) will have an in- 
terest through an exchange of patents. 
As a prospective source of additional 
revenues, this latest development may 
well prove to be one of major im- 
portance. 

To insure the company an adequate 
supply of raw materials for its varied 
activities, abundant crude oil reserves 
are possessed in practically every im- 
portant oil field. Over one million acres 
of developed and undeveloped lands 
and leases are owned by Phillips, of 
which less than 5% is fully developed. 
The company has co-operated fully in 
all proration and conservation mea- 
sures with the result that recent pro- 
duction has been held to an amount 
considerably less than normal. Last 
year the company ran 12,646,000 bar- 
rels of crude oil to its three refineries 
and production in the first six months 
of the current year averaged 81,256 
barrels per day gross and 52,157 bar- 
rels net, approximately the same as for 
the comparable period of 1934. 


Complete Integration 


In summary, therefore, it will be 
seen that Phillips Petroleum possesses 
the fundamental elements of a soundly 
conceived industrial enterprise. Not 
only does the company 
have large reserves of raw 








properties owned in Texas, 
Oklahoma and Kansas. 


‘|| materials which can be 
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Some idea of the importance 
of the company’s relative || 30 
standing in the natural gas 
industry is gathered from || 25 
the fact that it supplies - 
from 35% to 40% of all < 20 
the natural gas used in the ms 
manufacture of carbon |[z '5 
black. In 1934, the natural ||” 
gas division processed and |] '° 
sold more gas than in any | 
other year of the company’s 
existence. Recent years have 
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| has developed the efh- 
|} ciency of its transporta- 
tion, manufacturing and 
distribution facilities to a 
point which produces 
important economies. 
While fortifying its posi- 
tion in the oil industry, the 
company has not neglected 
the advantages of impor- 
tant complementary fields 
and in each has attained a 
sizable stature. This policy 








witnessed extensive improve- 
ments and enlargements in | 
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is one which may be ex- 
pected to return increas: 








natural gas transportation 
systems, from the Mid-Con- 
tinent gas fields to large consuming 
centers, resulting in a steady increase in 
the quantity of gas marketed from these 
fields. Already an important source of 
revenue, natural gas sales promise to 
further enlarge the company’s earning 
power. 

Being closely linked to the carbon 
black industry and owning 10% of the 
carbon black produced for which it sup- 
plies natural gas, it was a logical step 
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fuel of the highest quality, products 
formerly wasted under other processes 
as being too light for motor fuel pur- 
poses. The process for which the com- 
pany controls the basic patents permits 
the production of a gasoline having an 
exceptionally high anti-knock rating at 
a cost considerably below that of gaso- 
line made from crude oil. That this 
new process has passed the development 
stage and has demonstrated its com- 


ingly large rewards in the 
future, but of equal im- 
portance, it may be relied upon to 
impart a greater degree of  sta- 
bility to the company’s operations 
from year to year than may be ex- 
pected of the oil in-lustry, as a whole. 
Financially, it has vorne fruit in grati- 
fying results. 

Since the acquisition of the Inde- 
pendent Oil & Gas Co., in 1930, Phil- 
lips has made capital expenditures in 

(Please turn to page 52) 





Companies Whose Business Should Be 


Increased by War, War Preparation 
or by the Race for Armament 


Selected by THE Macazinz oF WALL STREET STAFF 


Sperry Corp. 


It is not difficult to envisage a 
marked increase in the business of 
Sperry Corp. if the present tendency, 
both in this country and abroad, to en- 
large national defences is continued. 
The Sperry Gyroscope Co., a subsidi- 
ary of the company is a leading manu- 
facturer of a wide range of precision 
instruments and devices used by navies, 
artillery, merchant marines and in mili- 








Earnings Per Share 
ist 6 mos. 1st 6 mos. 








1934 1935 Recent Price Div. Yield 
$0.45 $0.41 $12 $0.50 4.2% 
tary and commercial aviation. These 


include the gyro-compass, gyro-stabil- 
izer, gun fire control equipment, vari- 
ous types of military searchlights, bomb- 
sights and aircraft instruments. An- 
other subsidiary, the Ford Instrument 
Co., is a prominent manufacturer of 
rangekeepers, computing mechanism, 
directorscopes and other intricate 
instruments for both main battery, 
broadside and anti-aircraft fire con- 
trol. Sperry Corp., in addition, has a 
large investment in the shares of Curtis- 
Wright Corp., a leading manufacturer 
of aircraft. 

Practically all of the Ford Instru- 
ment’s business is with the United 
States Government, as is likewise a 
substantial portion of Sperry Gyro- 
scope’s. Aviation business, however, 
accounts for less than one-tenth of the 
total volume. Other customers include 
various foreign governments and oper- 
ators of merchant steamship lines. 

Considering the highly specialized 
nature of the company’s business and 
its somewhat confined field, the earn- 
ings record has been an unusual one. 
Throughout the depression deficits 
were avoided, albeit earnings on a per- 
share basis were not large. Last year 
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the company reported net income of 
$1,878,104, or the equivalent of 96 
cents a share on 1,949,111 shares of 
capital stock. In the current year, 
operating income for the first six 
months registered a gain of more than 
$300,000, but net income of $809,751, 
or 41 cents a share, was slightly less 
than for the same months a year ago. 
In the latter period, however, carnings 
were bolstered by a profit of some 
$277,000 realized on the sale of part 
of its Curtis'Wright holdings. 

The capital structure of Sperry 
Corp. is an extremely simple one, the 
entire equity in the business being 
vested with the stockholders. Working 
capital position is comfortable. Cur- 
rent assets of $6,274,307 on June 30, 
last, compared with current liabilities 
of $1,745,484. Cash was nearly sufh- 
cient to discharge all current liabilities. 
Last December the company paid its 
first dividend—25 cents a share—and 
a similar payment was made last July. 
Confronted with the evidence of the 
company’s adequate financial resources, 
it is not illogical to assume the shares 
to be on a 50-cent annual dividend 
basis. The company has ably demon- 
strated its earning power under the 
most adverse conditions and may at 
this time conceivably be on the verge 
of the most profitable period in its his- 
tory. Considered frankly as a specula- 
tive vehicle, the shares hold out the 
prospect of important enhancement in 
value over a reasonable time. 


International Nickel Co. 
of Canada, Ltd. 


Following the end of the World 
War, there was a drastic slump in the 
consumption of nickel, which had been 
widely used in the construction of 
armaments. Since then the manage- 
ment of International Nickel Co., 


credited with controlling a large ma- 
jority of the world production of 
nickel, has concentrated in broadening 
the use of nickel by peace-time indus- 
tries. A measure of the company’s 
success in that direction is indicated 
by the fact that of the company’s pres- 
ent output of more than 90 million 
pounds annually, only 4% finds its 
way into armaments. So proud is the 
management of this accomplishment 
that it resents any implication that the 
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$0.62 $0.64 $31 


Recent Price Div. Yield 
$0.80 2.6% 








company may again become a “war 
baby.” The fact remains, however, 
that war preparations on a large scale 
would greatly enlarge the demand for 
nickel. Moreover, it may be noted that 
inasmuch as its properties are situated 
in Canada, the company is not affected 
by the United States’ ban on munitions 
shipments abroad. 

In addition to controlling some 90% 
of the world output of nickel, Inter- 
national Nickel is also a large producer 
of copper, silver, gold and aluminum, 
with copper production alone amount- 
ing to about 195 million pounds in 
1934. Consequently, the company 
promises to be an important beneficiary 
of the improved statistical position of 
copper and the recent advance in cop- 
per prices. These conditions should 
be reflected particularly in the com- 
pany’s earnings for the second half of 
this year. 

Already, however, the company’s 
earnings have scored a brilliant recov- 
ery. A profit of $5,420,615 reported 
in the second quarter of this year was 
larger than for any quarter since the 
third in 1929. After allowance for 
depreciation, depletion, taxes etc., this 
amount was equal to 34 cents a share 


THE MAGAZINE OF WALL STREET 














Spex 
sub: 
Cor 
and 
imp 
mer 
the 
I; 
secc 
her 
libe: 


COVE 


for 








ma- 
ot 


ing 
lus- 
ry’s 
ted 
res- 
ion 

its 
the 
ent 


the 


1 


Ser 
m 
nt- 

in 
ny 
ry 

of 
)p- 
ld 
m- 


of 


Ve 
ed 


‘as 














on the common stock, after payment of 
dividends on the 7% preferred shares. 
Total earnings for the first half of this 
year were equivalent to 64 cents for 
the common, comparing with 62 cents 
in the same months of 1934. Stock- 
holders were given tangible evidence of 
the improvement in the company’s 
earnings by an increase in the quar- 
terly dividend rate to 20 cents. Previ- 
ously the shares had paid dividends of 
60 cents annually. Even so, the larger 
rate must be considered as conserva- 
tive in relation to probable earnings for 
the full current year of around $1.40 
a share. 

Financial position of the company is 
excellent. As of June 30, last, current 
assets, including cash and securities of 
around $26,500,000, amounted to 
$53,656,956, while current liabilities 
were only $6,356,769, or a current 
asset ratio of almost 9 to 1. Market- 
wise, the shares of International Nickel 
are accorded the same generous ap- 
praisal as those of other leading and 
successful industrial companies, and 
while they are not subject to spectacu- 
lar market movements, they possess 
many attributes which should appeal to 
the conservative common stock inves- 
tor—even if war potentialities are dis- 
regarded. 


Bethlehem Steel Corp. 


Last April, at the annual stockhold- 
rs’ meeting of the Bethlehem Steel 
Corp., Eugene G. Grace, president, de- 
clared that the company had no war 
orders, nor did it want any. In Septem- 
her it was announced that the company 
had received contracts aggregating $28,- 

10,000 for the construction of a naval 
aircraft carrier and two destroyers for 
the U. S. Navy. Whether, these may 
he considered as war orders, strictly 
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speaking, does not alter the fact that a 
subsidiary, the Bethlehem Shipbuilding 
Corp., Ltd., a leading builder of naval 
and commercial vessels, may well be an 
important beneficiary of the Govern- 
ment’s expressed intention to enlarge 
the navy. 

In the meantime, however, as the 
second largest steel company, Bethle- 
hem has every opportunity to share 
liberally in further general business re- 
covery of sufficient scope to include the 
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capital goods industries, long blighted 
by sub-normal demand. Manufactur- 
ing activities of Bethlehem are concen- 
trated largely in the heavier forms such 
as structural steel and rails, and for 
this reason earnings recovery to date 
has not been as pronounced as in the 
case of those companies producing a 
larger proportion of the lighter forms 
of steel. 

Last year Bethlehem reported a 
profit of $550,571, contrasting favor- 
ably with the loss of $8,735,723 in 
1933 and in the first six months of 
this year net income of $1,193,611 was 
equal to $1.28 a share on the outstand- 
ing 7% preferred stock. While the 
trend of earnings is encouraging, profits 
have not reached sufficient proportions 
to enable the company to make any 
progress in discharging the accumulated 
dividends on the 933,887 shares of 
preferred stock. These accumulated 
dividends now total $19.25 a share. 
Only $1.75 a share was paid on the 
preferred last year and a similar pay- 
ment was recently made. 

In addition to the preferred shares, 
there is approximately $125,000,000 
in funded debt ahead of the common. 
Financial position of the company is 
satisfactory and all 1936 maturities 
have been provided for by the recent 
sale of $55,000,000 444% bonds due 
1960. 

The advance of about 20 points from 
the 1935 low in the quoted value of 
the company’s stock reflects the excel- 
lent prospect that the company’s earn- 
ings for the first nine months of this 
year will be the best since 1931. At 
recent levels around 38, the shares 
would appear to have liberally dis- 
counted immediate prospects and long- 
er term possibilities supply the chief 
basis for their acquisition at this time. 
However, given further recovery in 
the demand for capital goods, plus pos- 
sible speculative impetus from war de- 
velopments, further important price ap- 
preciation in the future is not difficult 
to visualize. 


Fairbanks, Morse Co. 


Offhand, the inclusion of Fairbanks, 
Morse Co. in this group may appear 
incongruous, for the company is doubt- 
less best known as a manufacturer of 
weighing scales. In recent years, how- 
ever, the expansion in the scope of its 
activities to embrace other and more 
dynamic fields has so changed the in- 
dustrial complexion of the company 
that its original business is now a sub- 
ordinate factor. 

Probably the most noteworthy 
change in the company’s status is the 








dominant position which it now occu- 
pies in the manufacture of Diesel en- 
gines. It is estimated that more than 
half of its gross revenues are now de- 
rived from this source. The greatest 
impetus to the adoption of the Diesel 
engine has been given in recent years 
by its development from a large and 
cumbersome unit to a high-speed, light- 
weight and mobile power plant. Long 
identified with the manufacture of 
heavy stationary Diesels, Fairbanks, 
Morse has kept pace with changing de- 
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signs and its present line ranges from 
units capable of developing trom 250 
to 4,000 horsepower, to a small four- 
cycle affair developing from 10 to 60 
horsepower. Among the principal 
types manufactured by the company 
are marine Diesels. 

The increasing importance of Diesel 
power for both naval and commercial 
vessels is indicated by the fact that 
60% of the new tonnage constructed 
during the past ten years was equipped 
with Diesel engines. A strong argu- 
ment in favor of the Diesel is the great 
savings in weight and space which it 
makes possible. A 10,000-ton cruiser 
constructed in Germany was able to in- 
stall 2,000 more tons of armament by 
the use of Diesel power, than had steam 
power been used. Last year the U. S. 
purchased some 50,000 horsepower of 
Diesel equipment for marine use. From 
this it may be inferred that an enlarged 
naval program in this country might 
well redound in favor of Fairbanks, 
Morse, as a firmly entrenched manu- 
facturer of marine Diesels. 

In addition to Diesel engines and 
scales, the company manufactures elec- 
trical equipment, pumps, railroad me- 
chanisms, water supply equipment, 
power engines for farms and _ stokers 
for a wide variety of purposes. Re- 
cently the company has tapped the im- 
portant consumers’ goods field by its 
entry into the manufacture of wash- 
ing machines, electrical refrigerators 
and radios. 

The company’s earnings in the past 
two years have shown steady improve- 
ment. After a loss in 1933, profits 
last year were equal to 28 cents a share 
on 368,863 shares of common, and in 
the first half of this year per-share 
earnings on the common rose to the 
equivalent of 40 cents, compared with 
32 cents per share on 68,642 shares 
of 7% preferred stock in the same 
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months of 1934. Last June the com- 
pany paid $3.50 a share against ac- 
cumulated dividends on the preferred 
shares, reducing accumulations to 
$22.75 a share, or about $1,500,000. 
With further improvement in earnings, 
the company’s strong treasury position 
would permit the prompt discharge of 
all accumulations, and a reduction in 
the $5,634,500 of debentures is also a 
possibility. While dividends on the 
common are not imminent, it is possi- 
ble to concede the shares well defined 
speculative possibilities, quite aside 
from potential government business. 


Monsanto Chemical Co. 
The Monsanto Chemical Co., is a 


dynamic unit in a dynamic industry. 
Undaunted by the adversities of de- 
pression, the company has, in the past 
four years, experienced the greatest 
expansion in its history, and plans for 
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the current year called for the expendi- 
ture of $4,000,000, the largest appro- 
priation for plants, replacements, etc., 
ever made by the company. Profits and 
sales have shown excellent response to 
the greater scope of the company’s field 
and last year they were the best ever 
shown. 

Monsanto has long been the leading 
manufacturer of fine chemicals and 
medicinals but today the company, as 
a result of its expansion program, pro- 
duces some 300 different chemicals in- 
cluding an important line of heavy 
chemicals. The company has been ac- 
tive in developing various chemical 
specialties such as synthetic flavors, 
various chemicals used in the manufac- 
ture of lacquer, and various compounds 
derived from a petroleum base—a field 
of chemistry which is comparatively 
new. As a further result of the com- 
pany’s expansion, it is not dependent 
on any particular product, or group of 
products, and it has been estimated 
that not more than 10% of income is 
derived from any one line. Literally, 
scores of important industries are 
represented among the company’s cus- 
tomers. 

It is noteworthy that Monsanto is 
the only domestic chemical company to 
have its own plant abroad for the manu- 
facture of fine chemicals. Normally 


foreign sales contribute about 25% of 
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the company’s business, a large portion 
of which is handled by the British sub- 
sidiary. These circumstances would 
doubtless have an important bearing on 
the company’s status in the event of an 
European war. 

Early this year, control of Swann 
Corp., was acquired; this company be- 
ing an important electric-chemical pro- 
ducer of phosphoric acid and deriva- 
tives. Giving effect to the increase in 
the amount of outstanding shares, as 
a result of this transaction, common 
stock of Monsanto totals 974,133 shares. 
Ahead of the common, there is $1,350,- 
000 low interest-bearing funded debt 
and $1,940,000 subsidiary preferred 
stock. 

In the first six months of this year, 
earnings available for the common were 
equal to $1.90 a share, comparing with 
$1.59 a share on a smaller number of 
shares in the first half of last year. 
For the full 1934 year, $3.03 a share 
was earned on the common and on 
the basis of results thus far, 1935 will 
be another record-breaking year. Fin- 
ances are strong with current assets 
showing a ratio of about 5 to 1 of 
current liabilities, as of June 30, last. 
Despite the substantial gain in earnings, 
dividends have been kept within con- 
servative limits. Regular payments are 
being made at the rate of $1 annually, 
augmented by extras of 25 cents paid 
last December and in September of 
this year. Additional extras or an in- 
crease in the regular rate could readily 
be paid. 

At 90, the shares are admittedly high 
on an earnings basis but are less liber- 
ally appraised than many other leading 
chemical issues, none of which, how- 
ever, can boast a better earnings rec- 
ord. To the long-term investor, the 
shares offer an equity in a progressive 
company, demonstrating an unmatched 
ability to fully avail itself of the op- 
portunities in an important and grow- 
ing industry. 


Douglas Aircraft Co. 


Although Douglas Aircraft has re- 
cently emerged as an important manu- 
facturer of transport planes, the manu- 
facture of various types of aircraft for 
the Army and Navy has been the back- 
bone of its business. Up to the end of 
last November, the company had pro- 
duced 1,210 planes, of which nearly 
88% had been purchased by the Gov- 
ernment. In the past about 10% of the 
funds allotted by the Government for 
planes has been obtained by Douglas 
and with the quality and prestige of 
its products definitely established, the 
company has an excellent chance to 


enlarge its share of increased Govern- 
ment purchases scheduled for the fu- 
ture. 
Credit for the marked progress which 
has been made by the company may be 
claimed by its skillful research depart- 
ment, particularly in improving the efh- 
ciency and safety of aircraft. Last year 
the company sold 89 of the new DC2 
transport planes and it is expected that 
by the end of the current fiscal year 
(November 30) at least 150 of these 
planes will be in operation. Last year 
the sales of commercial planes accounted 
for 75% of the $5,300,000 record sales, 
while Government sales of $1,300,000 
were the lowest since 1926. In August, 
the company was awarded a $1,250,000 
contract for 15 sixteen-berth sleeper 
planes and in September the Govern- 
ment placed an order for 18 transport 
planes involving $1,235,000. In com- 
petition with several rival aircraft 
manufacturers, Douglas has submitted 
a new bombing plane for Army tests 
Sales for the six months to May 31, 
last totalled $5,500,000 and net profit 
cf $963,000 for that period was equal 
to $2 a share on 467,403 shares of 
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stock which comprise the sole capital: 
zation. In the corresponding period ot 
1934, the company showed a loss of 
more than $230,000. With the rise in 
net there has been a moderate decline 
in unfilled orders. The latest report ot 
the company disclosed current assets 
of nearly $5,000,000, including cash 
of $2,118,619, while current liabilities 
were only $311,214. 

Recently, after a lapse of two years, 
a dividend of 75 cents was declared. 
This was not a quarterly dividend, nor 
was there any intimation that it was 
in the nature of a regular rate. Fur- 
ther payments will doubtless be made 
but the amount will depend on not only 
the later trend of earnings but the 
extent to which the company may find 
it necessary to conserve cash for de- 
velopment expenses. 

Although the aviation industry has 
attained a certain measure of maturity, 
its investment aspects remain largely 
of a speculative character. Douglas, 
however, would seem to have en- 
trenched itself to an extent which not 
only insures its survival as one of the 
leading factors, but full participation 
for the company in the future growth 
of the industry. 
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Taking the Pulse of Business 


— Steel Rate Steady 


USINESS developments 
during the past fort- 
night, though of a 

somewhat mixed character, 
have been generally favor- 
able. With the four-day 
coal strike settled in most 
fields production has _ re- 
gained nearly all the ground lost and may soar to new 
heights for the year during the closing weeks of October 
in anticipation of higher prices next month in consequence 
of the Guffey Bill, which has already led to higher wages 
and promises to put a bridle upon cut-throat competition. 
Production of the new models is already well under way at 
automobile plants and the weekly output is again consid- 
erably higher than a year ago. Helped by heavier coal 
and automobile shipments the expected rise in car loadings 
has appeared according to schedule. Other components 
of our Business Activity Index have recently been im- 
proving at a somewhat less than seasonal rate; but these 
have not prevented the country’s physical volume of pro- 
duction from rising sharply to around 76% of the 1923-5 
average, which is about 18% better than last year’s low 
level. 

Continued expansion in the public’s purchasing power is 
indicated by New York State’s report for September which 
discloses that factory payrolls were 5% larger than in 
August, while employment was 3.7% ahead of August 
and 7% larger than in September, 1934. Against this, 
the cost of living in September was only 0.6% higher than 
for August, and advanced only 3.1% over September of 
last year. In this connection it is worthy of comment 


— Copper Buying Slack 
— Tin Stocks Low 

— Oil Prospect Good 
— Biscuit Net Rising 


that, while weekly earnings 
of the country’s factory 
workers average only about 
779% of the 1929 level (a 
drop which is about com- 
mensurate with the decline 
in living costs), hourly wages 
are a little higher than at 
the boom-peak. The discrepancy is, of course, accounted 
for by the fewer and shorter working days per week. 
That cooler weather and rising confidence have encour- 
aged the public to spend its expanding income more liber- 
ally of recent weeks may be gathered from a sheaf of re- 
ports for September. Thus rural retail sales exceeded the 
dollar total for the previous September by 6%, chain store 
sales improved by 6.7%, department store trade gained 
8%, while new life insurance written was up 4%, compared 
with an increase of only 3.3% for the first nine months of 
the present year. The Bell system in September gained 
92,000 stations, compared with 60,800 a year ago, the 
largest September gain in ten years, with the exception 


of 1929, when stations increased by 96,000. 


In the capital goods field, which has been responsible 
for most of the country’s unemployment, improvement 
continues at a gratifying rate, save for the machine tool 
line where, after registering six monthly gains, the index 
of new orders showed a drop to 80 in September from 
the year’s peak of 125.8 in August. The decrease, how- 
ever, was attributable partly to delays in confirming large 
orders booked at the recent machine tool show and partly 
to a 46% drop in foreign orders resulting from the embargo 
upon shipments to Italy, a disturbing influence which the 
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trade thinks may continue tor several months. Construc- 
tion activities, which are the backbone of the capital goods 
industry, continue to make cheering progress, especially in 
the residential division, where contracts let during Septem- 
ber in 37 states east of the Rockies gained more than 
130% over the previous September, compared with a cumu- 
lative increase of around 80% for the first nine months. 
September awards for all classes of construction showed an 
increase of about 50% over last year, against an improve- 
ment of only 1% for nine months. Credit for a large part 
of the recent stimulus to private residence construction and 
renovation is due the F H A which, owing to lower interest 
and longer mortgage maturities, enables the home builder 
to clear his indebtedness with about half the monthly pay- 
ments which were customary in pre-depression days. 


The Trend of Major Industries 


STEEL—Steel operations during the past fortnight have 
held fairly steady at somewhat better than 50% of capacity, 
which compares with the low rate of around 23% a year 
ago. William A. Irvin, president of the U. S. Steel Corp., 
estimates the country’s output for the fourth quarter at 
about 8,500,000 tons, or 50% of capacity. This would 
bring the year’s total up to about 48% of capacity, com- 
pared with last year’s output of 37.38%. The war abroad 
appears to be responsible for some hesitation in the indus- 
try just now, largely because of its threat to prices of such 
products as manganiferous ore, iron ore from Sweden and 
North Africa, which our steel makers import; benzol and. 
toluol, coke oven by-products which we export; and tin 
which fluctuates with foreign exchange rates. Scrap ex- 
ports to Italy have fallen off after many months of heavy 
demand. Specifications are increasing from motor car makers, 
who will probably consume nearly a quarter of the year’s 
steel output. Farm implement business this year is 55% 
over last. The trade is counting upon a demand for a 
billion and a half of the new beer cans next year, which 
will mean consumption of three million base boxes of tin 
plate. 


METALS—Owing to rather liberal stocking up in antici- 
pation of the price advance, local demand for copper has 
been rather slack since 


Statistically the industry 
is in a comparatively healthy condition, and the trade 
estimates that profits of leading companies in the industry 
for the first nine months will about equal earnings for the 


consumption is up 14%. 


entire year of 1934. At present writing the outlook is 
for good earnings during the fourth quarter, considerably 
above profits for the corresponding quarter of 1934. 


BREWING-—The Master Brewers’ Association reports 
that, in 2!47 years since repeal the brewing industry, with 
estimated investment of $800,000,000, ranking seventh 
among the nation’s industries, has enjoyed a total revenue 
of $600,000,000 and reached an annual production of 
45,000,000 barrels, which is 70% of the pre-prohibition 
peak. 


BISCUIT—Leading biscuit makers are reporting some- 
what better earnings in the face of higher prices for flour, 
owing to the circumstances that the recent slash of 20% 
in the price of cheaper soda crackers has regained a consid- 
erable part of the business formerly lost to smaller competi- 
tors who market their products locally with comparatively 
small outlay for advertising. 


SULPHUR—To correct misapprehensions in the minds 
of legislators who would increase taxes on production, 
L. Mims, vice-president of the Freeport Sulphur Co., states 
that Texas furnishes less than 20% of the world’s com- 
mercial needs for sulphur and only about 50% of require- 
ments in the U. S., while Texas reserves are only a small 
part of the world’s total, U. S. exports of sulphur have 
declined steadily from a total of 855,000 long tons in 1929 
to approximately 175,000 tons for the first half of 1935. 
Japan, for the first time in 20 years, is again selling refined 
sulphur on the Pacific Coast. 


Conclusion 


Continued expansion in the public’s purchasing power 
is finding reflection in rising retail sales; while expanding 
bank deposits and accumulating obsolescence of plant, 
aided by activities of the F H A, is gradually bringing 
about revival of the capital goods industries which have 
been chiefly responsible 
for the country’s grave 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. ’ This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 





AMERICAN MACHINE & 
FOUNDRY CoO. 


On my 100 shares of American Machine 
& Foundry, bought recently at 21%, I have 
a four-point profit. Bearing in mind the 
3%% yield which seems to be safe. 
I am inclined to hold for the longer pull. 
In your opinion do the future possibilities 
confirm this viewpoint?—N. U. C., San 
Francisco, Calif. 

Stability of earning power and char- 
acteristic financial strength are shown 
by the half-year report of American 
Machine & Foundry Co. as of June 30, 
1935, when net income was $507,105, 
equal to 51 cents a share, compared 
with $502,387, or 50 cents a share for 
the first half of 1934. Current assets 
of $3,368,503 included $854,812 cash. 
whereas current liabilities at June 30, 
1935, were only $259,278. Thus, the 
half-year’s dividend needs have been 
amply covered. The uptrend in cigar- 
ette production so far this year which, 
in the first 5 months exceeded 53 bil- 
lions is an indication that the full year 
1935 may show a new high level of 
more than 135!) billions of cigarettes. 
This would involve at least a strong 
possibility that earnings of American 
Machine & Foundry for the full year 
1935 may be expected to exceed the 
rate of $1.11 a share for 1934, since 
the company’s chief source of revenue 
arises from the manufacture, sale and 
leasing of machines for making cigar- 
ettes and cigars. The elimination of 
the company’s funded debt, in the first 
half of this year, leaves the 1,000,000 


shares of common stock as the sole capi- 
tal obligation, sharing the entire profits 
of the enterprise. As a secondary con- 
sideration, the expansion of American 
Machine & Foundry into other lines, 
including machinery for the baking and 
paper printing lines and its more recent 
venture into chemical products, have 
given the advantages of diversification 
and may, over a longer term, add sub- 
stantially to income. Consequently, 
we endorse your inclination to hold for 
the longer pull, feeling that your view- 
point is well confirmed by the outlook 
for this company and its stock. 


RADIO CORP. OF AMERICA 


I have 200 shares of Radio common 
which I bought at 81%. Because I under- 
stand earnings thus far in the last half of 
1935 are running ahead of the initial six 
months, I thought this stock would do bet- 
ter. What is the outlook? What do you 
recommend?—J. K., Trenton, N. J. 


You are correct in your understand- 
ing that earnings of Radio Corp. of 
America thus far in the last half of 
1935 are running ahead of the initial 
six months, giving a reasonable basis 
for the expectation that the company 
may earn the full $5 dividend require- 
ment on the class “B” preferred stock 
this year. Moreover, current results 
also give a basis for expecting that the 
management may take some action to- 
ward the payment of back dividends 
on that issue on which the accumula- 


tions as of October 1, 1935, were $15,- 
345,500 or $20 a share. The manage- 
ment has shown a disposition favorable 
to the reduction and elimination of 
preferred dividend arrearages as soon 
as possible, having paid off the accumu- 
lations on the class “A” preferred last 
February, and while the complete 
liquidation of the entire back dividends 
on the class “B” preferred is not in 
immediate prospect, there are good 
reasons for hoping that a start may be 
made in that direction soon. Thus, 
holders of the common stock may at 
least visualize themselves a few steps 
nearer to the realization of returns on 
the junior equity. For the first six 
months of this year net profit was $2,- 
289,136, equal to $1.85 a share on the 
preferred “B,” after provision for divi- 
dends on the preferred “A,” compared 
with a profit of $1,771,581 or $1.18 a 
share of preferred “B” for the first half 
of 1934. Normally the final quarter 
of the year is the best for Radio, but 
this year several of the operating sub- 
sidiaries showed improvement early in 
the third quarter. The National Broad- 
casting Co., whose earnings in 1934 
gained 30% over those of 1933, has 
continued the uptrend and is expected 
to report a further gain of about 12% 
for this year. The manufacturing end 
of the business, represented by RCA 
Manufacturing Co., Inc., is reported to 
be enjoying a record volume of business 
in radio receiving sets and is looking 
forward to its best year since 1929. 
(Please turn to page 47) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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LEAR, concise and definite advice 
followed through to completion. The 
type of service you should have. 
Transmitted in Private Code, our wires 
rarely exceed ten words so the expense 
is kept to a minimum. 


These two telegrams could have been worth hun- Place your enrollment to the Forecast now and 
dreds of dollars to you. They illustrate how our participate in outstanding opportunities that will 
service is conducted—how we definitely advise what develop over the coming months. Put our corps of 
and when to buy and when to sell. Our analysts market specialists to work for you .. . let them 
are always alert to recommend those stocks offering uncover profitable situations, analyze conditions, 
quick and substantial profits to our subscribers. weigh the possibilities and—once a recommendation 


a — : is made—study daily the action of the security until 
19% points additional short-term profits were made - j . 
: . the time comes to close it out. 
available during September on Electric Autolite, 


American Rolling Mill, American Smelting and Only eight points profit on even a ten share commit- 
Distillers Seagrams. Our trading record to date this ment will cover our service for six months. This 
year shows a ratio of seven points profit to every profit may readily result from our first recommenda- 
point loss. tion to you. 


MAIL THIS COUPON TODAY! 
THE INVESTMENT AND BUSINESS FORECAST. of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subscription on The Investment and Business Forecast. I understand that regardless 
of the telegrams I select I will receive the complete cervice by mail. (3125 will cover an entire year’s subscription.) 








Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our 
Code Book has had time to reach you.) 


f TRADING Short-term recommendations following important intermediate market movements. Three 
| ene to four wires a month. Three to five stocks carried at a time. $1,000 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 50% margin. 
[ UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three 
| stele es m@ingc Wires a_ month. Three to five stocks carried at a_ time. $500 capital sufficient 
OPPOR I UNITIES to buy 10 shares of all recommendations on over 50% margin. 
BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
| } e a i prospects. One to two wires a month. Three to five stocks carried at a time. $1,000 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 50> margin. 
PROT 5 -is ovave: S°dTS reid sis Aree Rds oN ShbO OS SK TLE ER AWG OE eS ORE CAPTPAL OR EQUIES AV AREAREE 6 0655 00b sd 600k Giwd a eaTobndeeekes 
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Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 
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THE COMING 


MOTOR BOOM 


AND SUBSEQUENT SLUMP 
BY L. L. B. ANGAS 


Not since the publication of “The 
Coming American Boom,” by Ma- 
jor Angas, has an economic fore- 
cast held more attractive invest- 
ment possibilities than this de- 
tailed study of the Motor Indus- 
try in this Brookmire Bulletin. 


In this complete 16-page ana- 
lysis Major Angas surveys the 
probabilities for growth in the 
Motor Industry and projects his 
forecast for the next three years, 
including the possibilities of a 
slump. The analysis is replete 
with graphs and statistics. 

This survey analyzes the sources 
of demand for new cars and dis- 
cusses the profit outlook for the 
smaller, laggard companies as well 
as for the “Big 3”; also for ac- 
cessories and trucks. 

To what extent should mo- 
tor profits rise? 

Which groups will register 
the largest percentage gains 
in earnings? 

What is the leverage which 
is the motivating force be- 
hind stock prices? 

This survey goes exhaustively 
into these questions and supplies 
the information required if one is 
to select the most promising mo- 
tor groups. Copies of this analysis 
have been reserved for distribu- 
tion at $1 each. Send for your 
copy today. 


Return this advertisement today, 
with your name and address; 
attach one dollar and mail to— 


BROOKMIRE 


Corporation e Investment Counselors and 
Founded 1904 Administrative Economists 


551 Fifth Avenue New York 
MW 














BRIGGS 
MANUFACTURING 
- COMPANY . 
Dividend on Common Stock 


Directors of Briggs Manufacturing 
Company have declared a regular 
quarterly cash dividend offiftycents 
($ 50) per share, and an extra cash 
dividend offifty cents ($.50) per share 
on the outstanding non-par value 
stock of the company, payable Oc- 
tober 31, 1935, to stockholders of 
record at the close of business Oc- 
tober 16, 1935 
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Atlentic Const Time.........20.02000 16% 5444 241% 374% 191% 231; ote 
B 
errr ree 387% 84 341% 1234 18 76 147% uh 
Bangor & Aroostook. . eee 20 46% 35% 4916 36% 5 2.50 
Brooklyn-Manhattan Transit........ 4144 2134 44% 2814 4634 3614 4234 3 
Cc 
SON RNIN 55 ooo 00:5 on -060010 20% 1% 1814 10% 1334 854 94 a 
Chesapeake & Ohio................ 4914 2454 4854 3914 47145 8714 447% 2.80 
C. M. & St. Paul & Pacific.......... 1134 1 84 2 3 Y% a ar 
Chicago & Northwestern............ 16 14% 15 314 556 13% 2% 
D 
Delaware & Hudson.. sip en ai 3754 13% 35 4316 2316 34 
Delaware, Lack. & Western eek Sec 46 174% 3334 14 19% 11 14% 
E 
PRD bier iG oses scar ecupenane + 2534 334 247% 93% 14 1% 1014 
G 
Great Northern Pfd................ 3334 454 3214 1214 2714 954 2554 
H 
| Hudson & Manhattan.............. 19 6% 12% 4 514 234 3% 
} I 
SE RONN  n cas nv cicoy ne sin wes 50°4 844 387% 1354 1734 916 151% 
Interborough Rapid Transit......... 1334 4% 17% 5% 2356 854 2144 
K 
Kansas City Southern.............. 2474 64% 1934 65% 834 334 6 
L 
era 2734 854 214 914 1114 5 834 = 
Louisville & Nashville.............. 67% 214% 6214 3734 471, 34 43 12.50 
M 
Mo. Ransas @ Texas... ........2055: 17% 534 14% 4% 6% 2% 35% 
N 
New York Central. rere r yy | 14 4514 18% 2714 124% 2234 
N. Y., Chic. & St. Siotis........s<2<6 2754 2% 267% 9 13 6 15% 
N. ¥., BN, H. ree 347% 11% 241% 6 814 2% 444 
N. Y., Ontario & Western.......... 15 1% 11% 4 25% 4 
Norfolk & Western................. 177 111% 161 193 158 18712 *8 
Northern Pacific... ............000-. 347% 95% 3614 14% 21% 18% 16% 
P 
NE er eee ery 4214 1834 39% 20% 30% 17% 27 +.60 
Dee INO. os sos on sss 38 93-8 37 3% 38 12 21% 94 19 se 
PPR TE Ws FR oon cicsitcccccines 3534 6% 27 10 174 6% 1214 
R 
DER ett anGiceecskcunseasanses 6214 2314 563% 35% 4314, 29% 3614 2 
Ss ; 
Bt COIN UVES 60. 5cs sc ccceccss oD % 454 1% 2 34 % 
RUSTE RORIMIND ., o...< o.0.0:0i0 03. eeswice 3834 11% 3334 14% 214% 1234 1814 
Southern Railway ........-..s00s.05 36 4\% 3614 11% 16% 5% 9 
¥ 
Sn ae | 15 4314 1314 2534 14 1814 
U 
cinchiaxsutnsaewan ous 132 614 133% 90 11114 8216 9414 6 
WwW 
Western Maryland...............+- 16 4 174% 1% 9% 614 71% 
SP | Pr er ree 9% ca | 814 25% 33% 1%. «1% 


Industrials and Miscellaneous 











CONTINENTALCANCOMPANY | Inc. 
A regular quarterly dividend 

of seventy-five cents (75¢) per 

share on the common stock of 

this Company has been declared 

payable November 15, 1935, to 
stockholders of record at the 

close of business October 25, 1935. Books will 


not close. . B. JEFFRESS, JR., Treasurer. 











1933 1934 1935 Last Div’d 
——————_~_. §-——————————_ Sale $ Per 
A Low High Low High Low 10/16/38 Share 
Adams-Millis Corp................. 8 34% 16 3614 28 3456 2 
ae SS ear 474% 118 9134 161 104% 15934 *3 
IS ica 5 54-015 0-00 0.6.0 600 2:0 11% 23% 165; 20% 1454 1454 * 60 
Allied Chemical & Dye 70%4 16034 115% 173s «125 171 6 
Allis Chalmers Mfg. . 6 2334 10% 3134 12 3014 ‘ 
Alpha Portland Cement. ..c< .cce0se 534 20% 11iz 204% 14 16 1 
Ns nck 6 sn 64 a6 5.6040 56 18% 5654 39 71 4816 6714 2 
Amer. Agric. og area @al.)........ 1% 48 2514 5734 41% 5234 3 
American Bank Note............... 2814 8 254% 11% 3214 13% 3014 tye 
Amer. Brake Shoe & ee 4216 9} 38 19% ye 21 34 1 
EI sc ac eee ccc ccccvaseens 100! 4914 11434 90% 1465, 110 143% "4 
ee 8 | reer 3934 6% 33% 12 253, 10 2034 pu 
American & Foreign Power......... 1954 3% 13% 3% 914 2 6 
Amer. International Corp........... 15% 4% 11 434 9% 414 8% 
Arner. Power G TA... . 0. cccccces 197% 4 124 3 9% 1% 7 
ee Og eee 19 456 175% 10 1834 10% 17% : 
Sk ee 31% 534 2814 13% 27% 861634 265, +.30 
Amer. Smelting & Refining.......... 5314 1034 614% 304 53% 3154 5214 ae 
Amer. Steel Foundries............. 27 45% 261% 10% 204% 12 1644 
Amer. Sugar Refining.............. 74 21% 72 46 70% «61 521% 
Amer. Tel. . BUM eceietcadesesas soe 13434 86144 125144 100% 1453¢ 98% 141% 9 
JS ee 9434 5034 89 67 105!5 7434 103 
Amer. Water Works & Elec......... 4344 10% 275% 1254 1914 T% 1634 
Sener. a 671% 2254 8324 386 62%, 35% 60 
da Copper Mining........... 22% 5 17% 10 23% 8 207% 
| co Serr ROS ae 634 3% 6% 34 4\% 
Atlantic Refining .. pa hak ns 12% 3544 21% 28 20% 22% 1 
Auburn Auto.......... .. 844% 31 57% 16} 4414, 15 4214 
Aviation Corp. Del 6% 1034 334 44 234 334 
B 
Baldwin Loco. Works............... 175% 3% 16 4% 654 1% 2% Me 
Beatrice Creamery...........-.+++- 70% 7 1934 10% 19 14 15% 7.50 
Beech-Nut —s- Se 45 765% 95 72 9216 *3 
Bendix Aviation...... ert 6; 6% 23% 334 24 11% 2314 
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Industrials and Miscellaneous (Continued ) 


B 
Best & Co. 
Bethlehem Steel Corp. . 
Bohn Aluminum.......... 


Borden Company. steteetsesasenees 


hy ght RE ee 
Briggs Mfg.. ee 
Bristol- -Meyers. oe 
Burroughs 7% oe 
Byers & Co. (A. M 


Cc 
California Packing....... 
Canada Dry Ginger Ale.... 
Case, J. 
Caterpillar Tractor. . 
Celanese Corp.. 
Cerro de Pasco Copper. 
Chesapeake Corp.. 
Chrysler Corp 
Colgate-Palmolive-Peet ee 
Columbian Carbon....... 
Colum, Gas & Elec..... 
Commercial Credit....... 
Comm. Inv. Trust...... 
Commercial Solvents . 
Congoleum-Nairn.. 
Consolidated Gas of N. Y.. 
Consol. Oil. . Bek 
Container Corp. yO 
Continental Can, Inc. 
Continental Insurance. 
Continental Oil.......... 
Corn Gesdeue — 
Crown Cork & Seal. ‘ 
Cudahy Packing........... 
Cutler-Hammer Inc...... é 


D 
Deere & Co........... 
Diamond Match....... 
Dome Mines......... F 
Douglas Aircraft....... Kets 
Du Pont de Nemours.... 


E 
Eastman Kodak Co. 
Electric Auto Lite. 
Elec. Power & Light.. 
Electric Storage Battery. . 
Endicott Johnson Corp. . 


F 


Fairbanks, Morse & Co........ 
Firestone Tire & Rubber.... 
First National Stores..... 
Foster Wheeler Corp... 
Freeport Texas Co.... 


G 
General Amer. peer 
General Baking... 
General Electric........ a 
General Foods........... 
General Mills. 
General Motors Corp.. 
General] Railway Signal... 
General Refractories... .. . 
Gillette Safety Razor . 
Glidden Co.. Are 
Gold Dust Corp. patens we 
Goodrich Co. (B. F.). re 
Goodyear Tire & Rubber. ; 
Great Western Sugar...... 


H 


Hercules Powder Co.. 
Hershey Chocolate... 
Homestake Mining.... 
Hudson Motor Car...... 
Hupp Motor Car..... 


Industrial Rayon...... 
Ingersoll-Rand... . 
International Business Machines 
Inter. Cement. 

Inter. Harvester... 

Inter. Nickel. . . 

Inter. Tel. & Tel.. 


J 
Jewel Tea Co., Inc. 
Johns-Manvill e. 


Kelvinator......... Balas 
Kennecott Copper.... 
Kroger Grocery & Baking .. 


Bammer (0 5.6 5.6555. 

Lehman Corp 

'ahe-Owane -Ford . 

Liggett & Myers Tob. B. 

eee 
rillard 


Mack Truck, Inc.. Sane 
Macy (R. H. ») eee 


OCTOBER 26, 1935 


~ 





1933 1934 1935 
High ta High Low High Low 
33% 26 54 34 
4914 10% 49144 24% 41144 21% 
5814 91, 683% 4416 597% 395% 
37% 18 284% 19% 265g 21 
2214 5% 81% 16% 64 2814 
145% 254 283, 12 51 2414 
4014 25 3716-36 3644 303% 
20% 6% 193% 104% 20% 1814 
4314 8ig 323, 133% 2054 11% 
3434 73, 4434 183, 42144 304 
4114 7% 29146 1216 165 8% 
0344 3034 863% 35 Ye 4534 
293 514 834 23 5514 3614 
587% 444 44% 17% 35% 19% 
4434 5% 460 444162 801G «G6 834 8854 
52144 14% 48% 34 473, 36 
575% 73, 60% 294% 834 81 
223, 181% 9% 194% 15% 
M14 33% # «%71% 94 67 
2814 9 1914 654 14 33% 
1914 4 404%, 185, 5534 39!6 
431, 18 61 $53, 72 5614 
5714 9 3634 153% 237% 16% 
2754 7% 3534 22 40 27 
644%, 34 475%, «1844S 84K —C—i«w8B'HK 
1534 5 144 7% 10% 6% 
1014 1% = 1834 6% 164% 834 
783, 3514 64144 563, 91% 6234 
3644 1014 364% 233% 423g 28 is 
1954 4% 223, 185, 23 151% 
905, 453, 844 55'¢ 783% 60 
65 144, 364% 183% 364 23% 
5914 203% 6254 37 471, 3914 
21 44% 214% i121 40 16 
49 53 844% 10% 471% 2234 
29% 1744 2816 21 4034, 2616 
3914 12 4644 32 4315 341% 
184, 10% 2814 144% 33 1714 
9634 32% 1037, 80 13614 865% 
893, 46 1164 179 161 110% 
2716 10 3134 = 15 3544 1938 
1534 8% 954 24% 7% 1% 
54 21 52 34 4915 39 
6274 26 63 45 66 5234 
1114 24 18% 7 2645 17 
3114 9% 254% 18% 18% 13% 
7034 43 6914 58 58%, 45 
23 44% 22 8% 18% 9% 
49% 16% 603; 21)¢ 28!g 174 
43144 1834 4354 30 44 3254 
207, 1014 14% 6% 18% 7% 
3044 101% 2514 16% 355, 2016 
39% 8=621 36%, 28 3714 30 
71 3514 644 651 714% «59% 
3534 10 42 2454 49%, 2654 
4916 181% 4534 2314 343, 1554 
193 21, 233, 10% 2634 1634 
2014 154 14% 814 19% 12 
20 33, 283% 155 3814 233% 
27%, 2 «12 23 16 18 1434 
2114 3 18 8 11% 836074 
4716 94% 41% 1814 267% 1534 
417% 7 35144 25 8234 2654 
6854 15 815, 59 90 71 
72 354% 783, 4814 8134 73% 

373 145 43014 310 12 338 
16% 3 2414 6% 18% 6% 
134 15% 14 1% 3% 34 
- .... 88% 193% 8414 23144 
78 19% 7334 4914 110 6015 
15314 7534 164 131 187 14914 
40 6% 873% 18% 33 227% 
46 1854 46% 2314 60% 34% 
2314 634 294 21 3134 2214 
2134 5% 1734 1% 125 55% 

45 23 5744 38 67 49 
63144 124% 66% 39 8114 38% 
1554 3%° a1 115% 18% 10% 
26 73% 231% 16 2614 1334 
3554 1414 38354 23% 321% 22% 
41% 19% 3134 22314, 2814 21% 
79% 3716 78 6814 9534 6714 
3734 43 437% 2216 413g 2116 
99% 4914 111 ye #67414 «120 9414 
3614 84 203% 49 314 
254% 103% 3 % 153 26% 181% 
463%, 184% 4134 22 2814 18% 
653, 2414 62% 35% 3014 


Last 
Sale 
10/16/35 

54 
38% 
36 
24% 
62%4 
50% 

6 


3 
2014 
16% 


1764 
8 


3034 
9% 


5414 
81 


1334 


Div’d 
$ Per 
Share 


1.60 


-60 


*1.50 


7.75 
*3.60 


*5 
t.30 
2.25 

3 


3 
t.50 


*.50 
1.60 


=T2 
*2.40 
1.20 


*1.20 





Why Wait 
Any Longer? 


ROFITS are being made in the market today. 
And they are made in direct proportion to 
your ability to anticipate trends and market 

movements of individual stocks. 


Through interpretation of Factors inherent in the 
market ae through statistical analysis 
alone—Mr. A. W. Wetsel anticipated the present 
market last March, as he has most of the major 
and intermediary movements during the last 
decade. Later during the irregular and reaction- 
ary phase prevailing from early August to early 
October, Mr. Wetsel repeatedly stated that the 
bull trend would soon be resumed. Wetsel clients, 
as a result, have made full profits throughout this 
important ‘period. For Mr. Wetsel tells specifi- 
cally WHAT to buy or sell, WHEN and at 
WHAT price. 


The basis for Mr. Wetsel’s interpretations, his 
philosophy of investment and his exclusive meth- 
ods are described in our booklet, ‘“‘How_to Pro- 
tect Your Capital and Accelerate Its Growth.” 
Send for your free copy now. Understand how 
it is possible to anticipate changing prices and 
place yourself in a more advantageous position for 
profit. Mail the coupon now. 


A. W. WETSEL 
ADVISORY SERVICE, 


The Only 
sonally 


CHRYSLER BUILDING 


INC. 


Investment Counsel Organization Per- 
Directed by Mr. W. Wetsel 


NEW YORK, N. Y. 


Please send me your free booklet: “‘How to Pro- 
tect Your Capital and Accelerate Its Growth.’ 
MWS-111 
Peres re rr ere reer rT rer. 
PEGG ~ 65.5: s'5:orxnsnniw 6 0 0 ow biel araeiais oration mie eae 





BONDS 


STOCKS 
COMMODITIES 


| 
| Folder explaining margin requirements, commission 
charges and trading units furnished on request 


| Cash or Margin Accounts 
' Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Hi C Fob Board of Trade 
i Commodity Exchange, Inc. 
i and other leading exchanges 


i 60 Beaver St. New York 








POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6 
Accounts carried on conservative margin. 


GisHoim & (HaPMAN 


Established 1907 
Members New York Stock Exchange 
New York 


52 Broadway 











Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


JohnMuir& @ 


Established 1898 
| Members New York Stock <i 


39 Broadway York 

















Keep Your Stocks Earning 
Dividends 


Buy with—Trade with—Deal with—the 
companies whose stock yeu own. Many 
of them advertise in The Magazine of 
Wall Street. 
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| 
| 
| 


We have prepared a 
booklet describing 


Seven of the 

Limited-Price 
Chain Store 
Companies 


which we will be pleased 
to send upon request. 


(Booklet MW-26) 


WEINGARTEN & Co. 


MEMBERS NEW YORK STOCK EXCHANGE 
29 Broadway New York, N. Y- 
Telephone BOwling Green 9-8700 
Branch Offices: 


551 Fifth Avenue 702 West 181st St. 


2488 Grand Concourse 
(Fordham Road) 

















| 








| 50 Congress Street Boston 


Specialists 
in all Unlisted 


RIGHTS 
WARRANTS 
SCRIP 
CALLED SECURITIES 


Josephthal & Co. 


Members New York Stock Exchange 
and other leading exchanges 


120 Broadway New York 


Telephone: REctor 2-5000 

















To the President of a 
Dividend-Paying 
Corporation :— 


Why should you publish your divi- 
dend notices in The Magazine of 
Wall Street? 


You will reach the greatest num- 
ber of potential stockholders of 
record at the time when they are 
perusing Our magazine, seeking 
sound securities to add to their 
holdings. 


By keeping them informed of 
your dividend action you create a 
maximum amount of good will for 
your company, which will result 
in wide diversification of your 
securities among these influential 
investors. 


Place The Magazine of Wall Street 
on the list of publications carrying 
your next dividend notice! 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 





















1933 1934 1935 Last Div’d}} 
- _— Sale $ Perjg 
M High Low High Low High Low 10/16/35 Share, 
ere 465% 14 4034 23% 3334 2334 315% 1.50 
May Dept. Stores.................. 38 934 4534 30 545, 35% 5314 1.60 
McIntyre, Porcupine............... 4834 18 5014 3014 455, 34% 36 ae 
McKeesport Tin Plate.............. 9534 “4% 95% 79 127144 9044 122 | 4 
Mesta Machine Co.. re Ae | 7 3434 20% 3534 241% 34 '2 
Monsanto Chemical .. er 25 96% 39 904; 55 90% oe | 
Montgomery Ward & Co.. ovcse SS 854 3554 20 8734 92134 32% ig 
N 
err err | 11% 3214 1254 19144 11 16 
NS aaa ee 605¢ 31% 4916 25% 3314 224 3134 " 
National Cash Register............. 2354 5% 2354 12 19% 13% 19 .50 
National Dairy Products............ 253, 10% 1834 13 184 12% 18 1.20 
Matspmal DIGMIers.. ..... 0... c vcs ass 3514 20% 3154 16 324% 23% 3134 2 
National Lead Co...... .. 140 43144 170 135 14044 1215, 184 6 
National Power & Light............. 20% 6% 15% 65% 14% % 80 
eer 55% 15 5814 3414 73 4034 72 “4 
CME ED ic ccse cc cccccacssoce MOOR 6% 2834 11% 2844 18% 25 
Morten Amorioan Oo... ......0 6.52005 3614 12% 2544 10% 244 9 20% 
Oo 
eee ae 2514 10% 193% 12% 22 114% 19 -60 
PONCIE TE SFIRRE. 5 ono cece cccccs OM 8114 94 60 10544 +80 104 4 
Pp 
Pacific Gas & Electric.............. 317% 15 2316 12% 2834 13% 2714 1.50 
Pacific oes. ere | A 22 37 20°4 44% 19 4454 2.40 
Packard Motor Car................ 6% 1% 656 234 5% 3% 534 
Paramount Pictures................ aa 12 8 104% 
nf Ae ee Seer 56 1914 744 511% 8435 8714 8114 2 
arr 25% 67 44% 81 6414 70 3 
Phelps Dodge Corp. besos bwntiee o's 18% 4% 18% 1314 26% 12% 2444 t.25 
Phillips Petroleum................. 1834 434 2034 133% 303, 1334 30% “a 
Pillsbury Flour Mills............... 2216 914 3434 18% 36°, 31 3634 .60 
Procter & Gamble... ...........05. 474 1954 4436 331% 533, 423% 51144 *°1.50 
Public Service of N. J. Sete .. 57% 3254 45 25 45 2034 3934 2.40 
IS oo c8 aise duis eae kos Us 581< 18 5934 3514 52% 291% 3154 1.50 
R 
Radio Corp. of America............. 12% 3 9% 4% 814 4 1% 
Radio-Keith-Orpheum.............. 534 1 44 1% 57 14% 54% 
ie om aga neha eat wee 2054 5 23 1414 26145 16! 2514 1 
Remington Rand. yb ile 2s we 24 1334 6 1414 7 14 
Republic Steel. we, | 4 2534 104 19% 9 161% 
Reynolds (R. AY Dob. CL B..... 7” 5414 2614 5334 3934 57 431% 5634 3 
Ss 
Safeway Stores........... anes Waid 28 57 3814 46 321% 35 
Schenley Distillers . sab wines’ 5 ee 22 387% 17% 47% 22 474 os 
Sears, Roebuck & . ee Fin, Se 47 121% 5114 31 61%% 31 5834 .75 
Servel, Inc. eee ey: (4 1% 9 4% 124% 75% 11% .50 
Shattuck (F. G.) . sareietd wats hoes On 534 137% 634 10144 74 9% 25 
Shell Union Oil. geet see alee 115, 4 11144 6 11% 514 93% sie 
Socony-Vacuum Corp. beeen Nee ey 6 19% 12% 1534 10% 11% .30 
So. Cal. Edison. Pee) 14% 22% 10% 23% 1054 23 1.50 
Spiegel May Stern Co.......... ... 21% 1 76°4 64 81°4 437% 80 3 
Standard Brands..... ‘ Lisece. we 1334 2514 174% 19% 12% 1334 .80 
Standard Oil of Calif... ie sea 1914 42% 26'» 38% 2734 33 1 
Standard Oil of Ind................ a ae 3234 2314 28 23 2514 1 
Standard Oil of N. J................ 47% 2234 501% 3914 50144 3534 45 «| 
Sterdine PRORGCIS. .. 5. ccs ce cesses 63 4534 6614 474 677, 5834 6356 3.80 
Stewart-Warner.......... Menno 11% 2% 105% 4 175% 6% 174% *. 60 
Stone & Webster...... eee, 61% 1% 3% 10%% 2% 14 : 
a er 35 744 5114 T5\6 601% 691, ae | 
T 
Texas Corp.. oS : 30'< 1024 2934 1954 2334 1614 213% 1 
Texas Gulf Sulphur. _ sia orton . 4544 154 4314 30 365, 2834 3114 2 
Tide Water Assoc. Oil.............. 11% 3% 143% 8 12 754 8% ty 
Timken Roller Bearing............ 35!5 1334 41 24 64% 2834 63 "2 
Tri-Continental Corp............... 8% 234 634 3 1% 1% 6% 
U 
Underwood-Elliott-Fisher........... 3914 94% 587% 36 8214 5334 8214 2 
Union Carbide & Carbon... ........ 51% 1934 507% 357% 71°%4 44 71 1.60 
Union Oil of Cal Sse haavasn ee 84 201% 11} 20% 1434 19 1 
ON DO See renee ; 1514 8% 2014 9% 19% sins 
United Carbon........ ee ar 104% 50%4 35 68 46 6714 2.40 
Waited Corp... ...5... Be eters 141% 4 8% 2% 6% 1% 4% vs 
United Corp. “. Eeeeebss tee oaks 407% 22% 877% 214% 4416 2034 40% 3 
United Fruit . sea alia ists aiais bd, a 2314 77 59 9234 6014 6814 3 
United Gas Imp. . eS EE 25 13% 20% 114% 1814 944 1634 1 
U. S. Gypsum Co. ee 18 §114 3414 77 40\4 77 sz: | 
U.S. facestrial Alcohol . ears 94 13% 6434 32 48, 35 4434 2 
U. S. Pipe & Fdy.... Sepia w ok Xd 6% 33 15% 22 1434 18% .50 
U. S. Rubber.. 55a0 a 2% 24 11 1714 91% 13% ao 
U. S. Smelting, Ret & Mining... Ree 10554 134% 141 965g 12414 92 95 3% 8 
if SS te eee 5s ones A 2334 597% 2934 4834 27% 4514 ce 
i Be Nn Cee ka sore ceesye .. 10514 53 9914 6744 113!4 7354 110% 2 
Vv 
Ce err 3614 15% 3134 14 2134 114% 18 
Ww 
Warner Brothers Pictures. yatta 91% 1 844 234 814 24% 75% 
Western Union Tel .... eiica pic eve 17% 667, 2914 583, 205 57 < 
Westinghouse Air Brake .. ere 1134 36 157% 28% 18 2314 .50 
Westinghouse Elec. & Mfg.. ae See 58%, 19% 4714 27% 8654 325, 8416 .50 
Woolworth Co. @. W.)............. 507% 25% 5514 414 6544 51 5914 2.40 
Worthington Pump & Mach......... 39% 8 31% 13% 21% 1134 17 oc 
oe Re 3 ee ee 5714 3416 76 5414 8235 7334 79 *3 


“Including extra. {Paid this year. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Answers to Inquiries 
(Continued from page 42) 








Even Radio Corp.'s hitherto unsatis- 
factory investment in about 84% of 
the debentures and 49% of the common 
stock of Radio-Keith-Orpheum, repre- 
senting its stake in the amusement in- 
dustry, may soon be entirely liquidated. 
A large part of Radio’s holdings of 
R-K-O has been purchased by Atlas 
Corp. and Lehman Bros., with an 
option on the remainder. Radio 
Corp.’s investment overseas, consist- 
ing of 1,700,000 shares of ordinary 
stock of Electric & Musical Industries, 
Ltd., is looking upward with earnings 
estimated at about 184% for 1935 and 
with its dividend of 10% and bonus 
of 214% less tax, constituting a further 
source of income for RCA. In view 
of all these favorable developments, we 
are sufficiently optimistic toward Radio 
Corp. common stock to advocate reten- 
tion of present holdings. 


AMERICAN SNUFF CO. 
Please give me a brief analysis of Amer- 
ican Snuff common. I note it is mid-way 
between the high and low for the year. 
What is the real trend? Do you advise 
holding for investment?—S. S. J., Chicago. 
il. 


Consumption of snuff in the first 
half of 1935 was slightly lower than 
that for the corresponding period a 
year before, but it is indicated that con- 
sumption may be somewhat higher in 
the last six months of the year, point- 
ing to a slight gain for the full year. 
However, higher prices for leaf tobacco, 
reflecting the crop restriction and pro- 
cessing taxes, would suggest that profits 
of American Snuff Co. for the year 
1935 may be about $4 a share, or 
slightly lower than the rate of $4.06 
a share recorded for 1934. There is 
little question but that the regular divi- 
dend rate of $3 will be maintained and 
the usual 25-cent extra may be ex- 
pected to be paid early next January, 
in view of the strong cash position. In 
fact, the financial strength of the com- 
pany, as revealed by the 1934 balance 
sheet, is so great that larger distribu- 
tions could be made without impairing 
the treasury position. Stability is a 
characteristic of the snuff industry, not 
only in the earnings of the leading 
factors in the trade, but in demand for 
the product and in the brand prefer- 
ences of its users, as well as retail 
prices. The preferences of the snuff- 
using public have been well established, 
so that the snuff industry contrasts 
sharply with the cigarette industry in 
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that large expenditures for advertising 
are not necessary in order to maintain 
sales. Moreover, the industry has been 
particularly free from price competition 
all through the depression. Snuff is 
chiefly consumed in the South, where 
the products of American Snuff Co. 
are most largely distributed. Improved 
economic and industrial conditions in 
that section, through higher prices for 
agricultural products and large govern- 
ment works expenditures, point to a 
moderate upward direction in the earn- 
ings and market trend over the longer 
term, justifying the continued main- 
tenance of your long position in the 
stock as an investment. 


FIRST NATIONAL STORES, INC. 


What do you think of the future for 
First National Stores? Do you look for an 
early turn for the better? Would you con- 
tinue to hold 150 shares averaging 53?— 
C. D. N., Boston, Mass. 


Although increased costs of opera- 
tions under various codes have largely 
been responsible for First National's 
decline in earnings, at the present time 
we see no need of your liquidating 
your 150 shares, averaging $53 per 
share. First National Stores is the 
fourth largest retail grocery chain store 


system distributing its merchandise to 


all of the New England States as well 
as to Westchester County. Boston 
represents the more highly concentrated 
area for its products. For the quarter 
ended June 30, 1935, a net profit of 
$731,459, after depreciation and Fed- 
eral taxes was reported, equal after 
dividend requirements on the 7% pre- 
ferred stock, to 84 cents a share on 
816,067 no-par shares of common 
stock. This compares with $1,088,515 
or $1.23 a share on 815,067 common 
shares in the June quarter of last year. 
Through shrewd financial management 
the company has maintained a strong 
position and as of March 30, 1935, 
current assets were $16,955,833 with 
current liabilities of $4,421,605. Last 
year cash was increased to $3,535,308 
from $3,043,311. Throughout the de- 
pression this chain with its 2,623 out- 
lets demonstrated an ability to cope 
successfully with the increased competi- 
tion of rival chain stores, and as a con- 
sequence has been able to earn a net 
profit of more than four cents a dollar 
on sales. While an immediate increase 
in earnings may not be witnessed, from 
the longer term perspective, the out- 
look appears quite favorable. The com- 
pany is relatively free from sales tax 
agitation in the area served and in a 
period characterized by more normal 
general business conditions, the com- 
pany should be able to lift earnings 
more in line with those of the 1929 
to 1933 period, when average annual 


earnings were approximately twice the 
dividend requirements of $2.50 a share 
on the common stock. 


CONTINENTAL INSURANCE 
Co. 


One of my clients has asked me the ad- 
visability of holding Continental Insurance 
bought at 3134; also its dividend outlook. 
In view of its sizable advance this year I 
hesitate to advise him, and some word from 
you will be appreciated—J. B., Los Ange- 
les, Calif. 

Despite the fact that Continental In- 
surance Co.’s capital shares have shown 
considerable marketwise advancement 
in line with the company’s improved 
status, the issue appears still to have 
considerable to recommend it for those 
primarily concerned with longer term 
appreciation. In this connection, it is 
well to bear in mind that more than 
two-thirds of the company’s funds are 
invested in equities and as a conse- 
quence the enterprise is in direct line 
to benefit from what industrial im- 
provement lies ahead. This foremost 
unit in the fire insurance field should 
show betterment in earnings, of course, 
as industrial recovery continues to in- 
crease. Even though the underwriting 
profit of 1934 could not be maintained 
at the record level to which it had been 
lifted in the preceding 12 months, cur- 
rent earnings augmented by the income 
on portfolio holdings, might very easily 
make possible the matter of revising 
upward the present $1.20 per share an- 
nual dividend rate, which in January, 
as you know, was supplemented by a 
15-cent extra dividend. The asset 
equity of the outstanding stock at the 
end of 1934 amounted to $27.87 per 
share whereas at the end of 1932 the 
stockholders’ equity amounted to only 
$17.37. It is very conceivable that at 
the year end 1935 results will show up 
even better and at prevailing prices the 
shares appear reasonably valued in rela- 
tion to the company’s strong trade posi- 
tion and earnings prospect. Conse- 
quently, we see little reason to liquidate 
your holdings at this time. 


FRANK G. SHATTUCK CoO. 


I have 100 shares of Frank G. Shattuck 
Co. bought at 11%. It has not made much 
progress so far this year. Do you think 
it will do better in the next six months? 
Would you advise me to continue hold- 
ing?’—R. W., Albany, N. Y 


While it is true that the shares of 
Frank G. Shattuck Co. have not made 
much progress so far this year, as you 
state, because of the company’s strong 
financial position and the relative future 
profitability of this company we are 
hesitant to recommend the sale of the 
shares at this time. For the six months 
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ended June 30, last, the net profit 
amounted to $86,310, after charges 
and taxes and was equal to 6 cents a 
share. These earnings compare with 
$147,954 or 11 cents a share in the 
first half of 1934. The company’s very 
strong financial position is shown by 
the fact that as of December 31, 1934, 
current assets including cash and 
United States Government and other 
marketable securities (carried at cost) 
of over 6% million, amounted to $8,- 
324,765, whereas current liabilities 
were only $675,360. This compared 
with current assets of $7,754,000 and 
current liabilities of $612,330 a year 
before. The company’s capable man- 
agement has endeavored to do all pos- 
sible to modernize the various restau- 
rants in its chain and during this year 
air conditioned many of its principal 
shops. Within the last several weeks 
the thirtieth Schrafft restaurant in Man- 
hattan and the forty-fourth unit in the 
Shattuck chain was opened and is the 
first new store to be thrown open to the 
public in nearly two years. This very 
fact would seem to speak well for the 
future as viewed from the manage- 
ment’s angle, and as consumer purchas- 
ing power increases, earnings of this 
chain should do materially better in our 
opinion. Any such increase, of course, 
will be reflected in the price of the 
shares over the longer pull. 


UNION CARBIDE & CARBON 
CORP. 

I have a nice profit in Union Carbide 
bought at 46 on the basis of an analysis in 
your April 13 issue. Do you advise con- 
tinued holding for investment? Do you be- 
lieve higher dividends an carly possibility? 
—L. W. M., Detroit, Mich. 

The earnings record of Union Car- 
bide & Carbon Corp. during the de- 
pression years amply attests to the wide 
diversity of its operations and the skill 
of the management in maintaining its 
strong competitive position. True, 
earnings declined from a high of nearly 
$4 a share in 1929, to less than $1 a 
share in the universally poor year 1932, 
but this showing was considerably bet- 
ter than that of most industrial enter- 
prises during the same period. Since 
1932 the company has shown strong 
recuperative powers, its earnings hav- 
ing increased from 98 cents a share for 
that year to $1.57 a share for the fol- 
lowing 12 months and $2.25 a share 
for 1934. In the first six months of 
the current year, the company’s earn- 
ings were equal to $1.18 a share, against 
$1.01 a share in the first six months of 
1934. Financially the company is in 
good shape; current assets at the close 
of last year amounted to $75,000,000, 
including more than $20,000,000 cash 
and equivalent, while current indebted- 


ness amounted to only $12,000,000. 
The company has maintained an active 
research department which is constantly 
improving old products and developing 
new ones, which give promise of bulk- 
ing large in future earnings reports. 
On the basis of recent quarterly pay- 
ments, the stock pays $1.60 a share 
annually. With earnings for the full 
year 1935 likely to approximate $3 a 
share, a more liberal dividend policy is 
believed a logical expectation. On the 
basis that the business recovery already 
witnessed will gain momentum over 
the next several years and in considera- 
tion of the already mentioned diversity 
which the company’s products enjoy, 
the shares appear to possess good possi- 
bilities around current levels. 


AMERICAN INTERNATIONAL 
CORP. 


As a holder of American International 
Corp. purchased several years ago at al- 
most double today’s quotation, I would like 
to get your reaction as to the market pos- 
sibilities of this stock. Do you believe that 
it will pay me to maintain my position in 
the issue or would a switch to another 
situation which you may be able to suggest 
hrove desirable?—J. D. V., El Paso, Texas. 

Originally incorporated under the 
laws of New York State in 1915 to 
promote international trade, the char- 
acter of American International Corp.'s 
business has gradually changed to that 
of a management investment trust. 
Since 1923, the company has liquidated 
its interest in trading companies and at 
the close of 1934 held in its portfolio 
the securities of over 100 different or- 
ganizations. This broad diversification 
naturally makes for a degree of flexi- 
bility not possible in the case of a com- 
pany the assets of which are invested 
in fewer situations often held with a 
view to control. True, the company 
did not escape from the collapse of 
equity values which commenced in the 
latter part of 1929 and continued al- 
most without interruption for more 
than three years, but its record has cer- 
tainly been considerably better than 
that of many comparable organizations 
formed in the boom days just prior to 
the market crash. Capitalization of 
the company outstanding in the hands 
of the public consisted of $13,821,000 
principal amount of debenture bonds 
and 1,007,953 shares of common stock 
as at December 30, last. Evidencing 
the leverage which this type of capital- 
ization exerts upon the common stock, 
liquidating value of that issue increased 
from $5.57 a share at the close of last 
year to $8.43 a share by September 30. 
The reported portfolio changes during 
the depression years attest to the acu- 
men of the management in judging 
changing economic trends. Thus, be- 
ginning in 1932 there has been an in- 


crease in the percentage of common 
stock holdings from 45% to 749% at 


the close of 1934. Income account 
doubtless is showing marked improve- 
ment at the present time, although the 
likelihood of dividend payments on the 
common stock are believed a matter of 
the indefinite future. For one inter- 
ested principally in participating mar- 
ketwise in any sustained advance of the 
general list, however, we feel that the 
shares offer an interesting medium and 
on that basis favor further maintenance 
of your long position. 


CONTINENTAL CAN CO. 


Has Continental Can now overdiscounted 
its appreciation possibilities for the present? 
I have 13 points profit and am undecided 
about holding. Please advise me.—Mrs. 
E. E. S., Baltimore, Md. 

Although Continental Can is cur- 
rently quoted at prices which, on the 
surface, appear to quite liberally dis- 
count such earnings and dividends as 
seem probable for some time to come, 
we feel that this stock will continue to 
sell at a premium over what is gener- 
ally conceded to be normal statistical 
valuation. Earnings of the company 
last year were the highest recorded in 
its history, having equalled $4.02 a 
share on the 2,665,191 shares of com- 
mon stock outstanding. The report 
covering the 12 months ended June 30, 
1935, showed a slight recession from 
the 1934 calendar year, having amounted 
to $3.93 a share, but this figure com- 
pared favorably with that for the like 
interval of a year earlier when the equi- 
valent of $3.44 a share was shown. 
Reflecting the confidence of the man- 
agement in the outlook, and the earn- 
ings recovery already registered, the 
quarterly dividend recently was in- 
creased to 75 cents a share, against 
60 cents a share previously, thereby 
placing the stock on a $3 annual basis. 
At recent quotations of around 88 
the stock yields a return of nearly 
3.5% which compares quite favorably 
with that prevailing on other issues of 
like calibre. The company recently 
announced that volume production had 
commenced on its newly-developed cap- 
sealed beer containers and this division 
gives promise of substantial growth be- 
cause of the obvious advantages over 
the conventional glass bottles. The in- 
dustry currently is enjoying an in- 
creased demand for general line cans 
as well as for packers cans, and Con- 
tinental may be expected to obtain its 
full share of existing business. Of 
course, the company has probably dis- 
posed of most of its low-cost inventories 
which will tend to narrow profit mar- 
gins, but this likely will be more than 
offset by increased volume sales. In 
view of the highly-liquid financial 
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status of the organization and the indi- 
cated ample coverage of the present 
dividend rate, extras or higher regular 
payments should accompany the earn- 
ings growth anticipated in any major 
upswing of the business cycle. Frank- 
ly, we feel the shares should be held 
further. 








Currency Creeds and Com- 
mercial Treaties 


(Continued from page 17) 








firm conviction that devaluation would 
in no way contribute to the revival of 
national prosperity. They argue that 
either devaluation, or the more danger- 
ous alternative of uncontrolled infla- 
tion, may provide a temporary increase 
in taxable revenues, but at the same 
time imposes a corresponding increase 
in budgetary appropriations. The ex- 
perience of other countries, not exclud- 
ing our own, bears out irrefutably the 
logic of this argument. Actually, the 
fundamental problem in France is not 
one of devaluation, deflation or infla- 
tion. Primarily the question is one of 
debt conversion. The staggering bur- 
den of debt services at the present high 
level of interest rates may be diagnosed 
as the chief cause of budgetary dis- 
equilibrium. It is this problem that Mr. 
Laval has tackled with unflinching 
courage. Debt conversion can only be 
achieved by the restoration of confi- 
dence in the national government, and 
a continued rise in prices of gilt-edged 
securities. French rentes, after the in- 
stitution of the famous decree-laws, 
moved encouragingly to higher levels, 
but a war scare superimposed upon an 
already senstive monetary and economic 
malaise engendered a reverse trend in 
the price of long-term investments. 

Not only in France and Holland, 
but Switzerland as well, the universal 
doubts and fears throughout the vari- 
ous crises of the summer have been in- 
tensified by the threat of international 
disturbance. Gold is flowing into the 
United States at a rate limited only by 
the physical capacity of shipping and 
insurance services. The movement of 
this excessive supply of floating capital 
away from Europe has unfortunately 
occurred at a time when the gold bloc 
exchange markets are ill-equipped to 
bear the strain. Since the Dutch and 
Swiss central banks have confined gold 
interchange to the gold bloc, the Bank 
of France alone occupies the position 
of a fulcrum bearing the entire leverage 
exerted by the dollar. Hence the ship- 
ment of over three hundred million 
dollars’ worth of European gold, to 
America in a month has given bankers 


in both London and New York further 


cause to predict the demise of the gold 
bloc—and it undoubtedly has weak- 
ened the position of the bloc, although 
not necessarily broken them. 

It must be emphasized that this influx 
represents largely frightened capital, 
which will subsequently be recalled. In 
a measure, it represents also the repatri- 
ation of unproductive gold stocks that 
sought refuge in London after the 
Roosevelt money “panic.” To a lesser 
degree, floating funds are seeking in- 
vestment opportunities for appreciation. 
But with an 18 per cent risk of further 
dollar inflation, foreign capital in Wall 
Street is limited to rather small pro- 
portions. 

Whatever the various origins, the 
European gold drain was engenderd 
by political, rather than monetary 
causes. Gold ratios of the central 
banks are still adequate to prevent de- 
valuation. In other words, any near- 
term adjustment of gold bloc parities 
will come, not because of financial ne- 
cessity, but of political expediency. 
For the present at least, popular opin- 
ion in France, Holland or Switzerland 
lacks sufficient majorities to enforce 
devaluation. 

To prophesy long-term developments 
through the obscurities of the present 
would be more than presumptuous. 
War may again throw world econ- 
omy out of joint. A shift in political 
spheres may drag one or all of the gold 
bloc countries from their financial 
moorings. Meanwhile, the de facto 
stabilization now in operation is likely 
to continue, and the scope of the ster- 
ling bloc to increase both in influence 
and in area. Whatever the future may 
hold in store, the best we can hope is 
that those in responsible positions of 
authority will return to the financial 
faith of their fathers in monetary sta- 
bilization—trade with others as they 
would have others trade with them, and 
above all accept the practical belief 
that a good commercial treaty is always 
mightier than the sword. 





The Outlook for Rail 
Recovery 


(Continued from page 24) 








town. Also, increased productivity by 
General Electric is of importance to 
Central, with Schenectady as a main- 
line point. 

The Central’s passenger business 
could be a potent factor but this has 
been allowed to slip away through an 
unyielding pertinacity to a rate-struc- 
ture simply too high to attract volume 
patronage. 

Baltimore & Ohio is the third rail 
of prime interest on the Big Board. 


Daniel Willard, its president, said a 
long time ago that a 15 per cent in- 
crease in trafic would put the road 
in the clear by enabling it to meet its 


charges readily. While this was be- 
fore wages were increased, Baltimore 
& Ohio taps much the same industrial 
area of the Mid-West that Central and 
Pennsylvania do, and can be as read- 
ily affected by an upturn in this dis- 
trict as the other two roads can. Its 
probable deficit for the year was re- 
cently estimated at something over 
$2,500,000 by its management. The 
railroad labors under the difficulty of 
a trafic of which 60 per cent repre- 
sents products of mines, with 45 per 
cent of the total traffic being bituminous 
coal. During the days before the im- 
pending strike, this traffic rose sharply, 
but with dealers well-stocked, it is 
falling off again now. The objective 
of the railroad is a greater diversifi- 
cation of its traffic, so that it will not 
rely so largely upon products of mines 
for its business. (It has maturing ob- 
ligations in 1936 which total 14 million 
dollars of which $5,468,000 are equip- 
ment trust notes and another $5,500,- 
000 are R F C notes.) 

In the West, the old favorites, both 
speculative and investment — notably 
Union Pacific, Southern Pacific and 
Atchison—stand to benefit by a more 
liberal interpretation of the Fourth 
Section of the Interstate Commerce 
Act which may be repealed at the 
next Congress. It has been estimated 
that this repeal, enabling these roads 
tc compete more equitably with steam- 
ship lines for trans-continental business, 
would produce at least $27,000,000 in 
increased revenues to the railroads. A 
substantial part of this would inure 
to these three railroads, almost all of 
it net revenue. 

The reason that much of it would 
be net revenue is that the repeal of 
this “long-and-short-haul” clause would 
enable these lines to reduce their rates 
to coastal ports, while maintaining a 
higher scale at the interior. In charg- 
ing lower rates to more distant points 
than to intermediate ones, the roads 
would not be sacrificing revenue, for 
they would thus be able to solicit busi- 
ness now going by water through the 
Panama Canal and load in cars which 
they must otherwise move west empty 
for eastbound lading. 

None of the western lines, other than 
Great Northern, have any maturities 
of moment in the next year or so, and 
with an upturn in traffic, coupled with 
an ability to retain their eastbound 
fruit trafhc in competition with steam- 
ship lines (with large refrigerated 
quarters) and to regain the silk busi- 
ness (lost to steamship lines in recent 
years) by reason of sharp rate-reduc- 
tions made on this tremendously valu- 
able business, the important transcon- 
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tinental lines should be in a favorable 
position. 

Most students agree that truck com- 
petition is not as serious a factor as 
railroad men make it appear to be. 
And this is offset, in part, by the tre- 
mendous volume of railroad-moved 
freight attendant to the automotive 
business in general. A more alert means 
of combatting it, such as that instigated 
primarily by the Pennsylvania Rail- 
road, would be of inestimable value to 
all railroads, particularly those in the 
East where truck hauls are shorter and 
the railroad’s superiority less pro- 
nounced, or non-existent. 

The Pennsylvania, with its store- 
door pick-up and delivery of freight; 
its recently-announced ‘“‘c.o.d.” basis 
of handling such shipments; its use of 
trucks in short-haul business to imple- 
ment its rail line and the use of de- 
mountable truck bodies, handled on 
freight cars, all are factors of growing 
importance in meeting highway com- 
petition. Then there is the “container,” 
similarly transferrable from truck to 
flat-car and vice versa. 

Finally, of the railroads in which 
recent pronounced moves have oc- 
curred in their stock is New Haven. 
The recent break in the common and 
preferred and bonds was predicated on 
the theory that it could not meet its 
October interest payments. But it did. 
On November 1, it has another $1,- 
000,000 coming due. New Haven’s 
afiliation with Pennsylvania has not 
helped its traffic essentially and, in 
fact, one of its principal worries is the 
decline in its passenger business—rep- 
resenting, formerly, nearly one-third of 
its gross revenues. The railroad has 
been one of the trio insisting upon a 
maintenance of the pre-depression pas- 
senger rate-scale (the others being 
N. Y. C. and Pennsylvania). Perhaps 
through an assiduous cultivation of 
passenger business, New Haven could 
regain its position even more quickly 
than by awaiting a revival in freight 
trafic in New England. 

But as the finished product of the 
factories engaged in manufacturing 
heavy goods begins to take the rails in 
ensuing weeks, there is evidence of a 
definite upturn in rail traffic, and con- 
sequently of earnings, both gross and 
ret. When this occurs, it will mean 
that the rails, themselves, will again 
be purchasers of durable goods, thus 
giving this type of trafic a further 
impetus. 

Railroad bond maturities for the en- 
suing year are heavy, aggregating ap- 
proximately nearly $350,000,000, ex- 
cluding equipment trusts, which ordi- 
narily are in nominal amounts. The 
figures are from November, 1935, for 
a twelve-month period. Notable among 
these are maturities aggregating $105,- 
859,000 by Great Northern; $64,200,- 
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000 by the Pennsylvania and its sub- 
sidiaries (divided, $54,100,000 for the 
Pennsylvania; $4,100,000 for the West 
Jersey & Seashore; $1,000,000, Dela- 
ware River RR. & Bridge Co., and 
$5,000,000 for the Grand Rapids & 
Indiana); two New York Central sub- 
sidiaries, the Beech Creek RR., with 
$5,000,000, and the C. I. St. L. & C. 
with $5,179,000, totalling $10,179,000, 
not to mention the $64,000,000 bank 
loans of the Central, recently the sub- 
ject of controversy with the R F C; the 
Maine Central, with $20,000,000; 
Denver & Rio Grande Western, with 
$40,000,000; Chicago & North West- 
ern $14,775,000, in addition to $4,000,- 
000 of its Sioux City & Pacific; $10,- 
000,000 for the Frisco, plus $25,835,- 
000 of its Kansas City, Fort Scott & 
Memphis; $5,000,000 for the Soo Line; 
$8,000,000 of the Illinois Central; 
$2,000,000 for a B. & O. subsidiary 
in addition to the R F C and equip- 
ment notes already mentioned and 
more than $12,000,000 of Southern 
Railway maturities. 

Even these impressive figures do not 
include a number of smaller sums for 
such roads as the Seaboard, Reading, 
Atlantic Coast Line, and others. 
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tions—no wild inflationary rise in 
prices—such a happy accomplishment 
frankly appears to be some time away. 

Let us look at the question from the 
consumer angle. The demand for steel 
is still proportionately much larger in 
the lighter than in the heavier grades. 
A man speaking of the bright outlook 
for steel usually has the automobile 
demand at the back of his mind, but 
this, even added to the bright outlook 
for household equipment, tin cans, resi- 
dential construction and sundry other 
features of the business picture, is not 
the thing that is going to bring about 
a prosperous Steel Corp. With some 
70 per cent of its capacity rated in the 
“heavy” category, the company re- 
quires a burst of railroad buying, ac- 
tivity in commercial construction and 
public works. Although there has been 
moderate improvement in past months 
in the demand for heavier steels and 
one can forecast still further gains, real 
activity in this division is not yet in 
sight. For years the railroads of the 
country were the greatest consumers of 
steel, but now, with carloadings dis- 
appointing and the roads as a whole 
virtually bankrupt, steel takings may 
be expected to lag. 

The action of the Steel Corp. itself 
in allocating a large part of its $140, 
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000,000 expansion and renovation pro- 
gram to better its position in the light 
division of the industry is confirmatory 
evidence of the correctness of this rea- 
soning. Incidentally, the fact that the 
company is spending so much money 
certainly brings the liquidation of divi- 
dends accumulated on the preferred no 
nearer. 

However, the stock market evidently 
does not view the situation quite like 
this; the 3,602,811 shares of Steel pre- 
ferred are worth about $110 a share, 
the 8,703,252 shares of common about 
$45 a share. The preferred, at present 
paying $2 a share annually can hardly 
expect to be placed upon its regular $7 
basis within the coming year, if then. 
As for the liquidation of accumulated 
arrears on the issue, this is still further 
away unless recourse is had to some 
device involving the issuance of new 
securities. The common, of course, is 
speculative and, on its merits, not a 
particularly cheap speculation at that. 

Nevertheless, though the present 
prices of the Steel Corp.'s preferred 
and common stocks can hardly be sup- 
ported on abstract statistical grounds, 
the fact remains that they will not stand 
still here if the company’s business im- 
proves; even if it improves rather mod- 
erately, as is expected, they will go 
higher. And if the company should by 
any chances give the appearance of a 
greatly improved position by means of 
a few bookkeeping entries, the specu- 
lative reaction might be gaudy. 

“Steel” is still a favorite with specu- 
lators, still retains something of mysti- 
cal “market-leadership,” and is still the 
best of collateral at the bank. Invest- 
ment and speculation, however, are two 
different things—a point worth remem- 
bering in connection with “Steel” at 
the present time. 





Phillips Petroleum 
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excess of $46,000,000, to the end of 
1934. As of June 30, last, total capital 
investment of the company in proper- 
ties, plants and equipment, at cost less 
all retirements, was $275,994,000, as 
compared with $190,449,000 at the 
end of 1929, against which, reserves 
for depreciation and depletion in the 
amount of $138,764,605, or more than 
50%, have been provided out of earn- 
ings. Acknowledging the severe slump 
in all property values, the company in 
1932 effected a reduction of $16,000,- 
000 in book value resulting in a total 
physical valuation at less than 50% of 
cost. This move enabled the company 
to make an important reduction in re- 
serve charges and contributed to the 


better earnings shown in the past two 
years. Nevertheless, the company has 
officially emphasized that its reserves 
for depreciation and depletion are most 
liberal and are currently running above 
the average for the major companies 
in the industrv. 

In the years 1930-1934 inclusive 
average annual reserves for deprecia- 
tion and depletion made by Phillips 
were equal to $3.95 cents a share on 
its capital stock, while average net earn- 
ings were equal to only 26 cents a 
share. Reserves last year were equal 
to $3.13 a share, or nearly 17% of 
gross revenues. 

The marked expansion in the com- 
pany’s scope has been practically 
matched in importance by the strength- 
ening of its financial structure. At the 
present time there are no bank loans, 
although as late as the end of 1931, 
Phillips owed the banks more than 
$13,000,000. The 514% debentures, 
issued in the amount of $40,000,000 in 
1927, have been steadily whittled down 
and the balance of about $20,000,000 
outstanding on July 1, last, will all be 
retired on December 1. In other words, 
since the beginning of this year the 
company will have retired nearly $26,- 
000,000 in debentures, on which annual 
interest charges amounted to $1,358,- 
805. Redemption will be effected partly 
through cash and partly through the 
stile of $15,000,000 new eight-year 
serial notes, bearing interest ranging 
from 144% to 34%4%. Obviously the 
company will save a considerable sum 
in interest requirements. 

Further evidence of financial 
strength is shown in the company’s 
current position. At the half year, 
current assets were nearly $32,000,000, 
including cash of $7,347,735, and 
with inventories valued at more than 
$1,200,000 lower than the market. 
Current liabilities were less than $8,- 
000,000. 

Although, Phillips’ earnings have 
displayed the wide fluctuations result- 
ing from the outburst of chaotic con- 
ditions in the oil industry from time 
to time, the company’s showing, never- 
theless, compares very favorably with 
that of other leading oil units. In only 
a single year, 1931, did the company 
suffer a deficit during the depression, 
although in 1933 a deficit of $800,000 
was converted into a profit by an in- 
ventory credit adjustment of $2,320,- 
727. Profits last year were equal to 
$1.38 a share on 4,153,235 shares and 
in the initial half of the current year 
they rose to $1.21 a share, compared 
with 60 cents a share earned in the 
same months of 1934. Profits for the 
third quarter, the peak season for the 
oil industry, are expected to be around 
$1 a share, against 41 cents last year, 
and for the full 1935 year profits will 
make one of the best showings since 





the companay’s record high level in 
1926. 

Since early 1934, when the com 
pany resumed dividends with a pay- 
ment of 25 cents, after omitting in 
1931, regular payments have been 
made at the rate of 25 cents quarterly, 
although not officially designated as 
such. With the recent declaration of 
the November dividend, however, this 
was stated to be a quarterly payment, 
indicating an official rate of $1 annw 
ally. The latest dividend, moreover, 
was augmented by an extra payment of 
25 cents. 

Reflecting the sum total of these 
developments, the company’s shares are 
currently selling around their high 
(above 30) for this year—showing bet- 
ter than 100% appreciation from their 
low of 1334. Marketwise, therefore, 
the shares have given a much better 
account of themselves than those of 
any leading oil company. Although 
efforts to avoid serious disruption of 
the oil industry through overproduc- 
tion have wavered at times, the past 
two years have witnessed relative sta- 
bility accompanied by new peaks in 
consumption. Much in the future will 
depend upon the continued success in 
avoiding excesses both in the producing 
and marketing divisions of the indus. 
try and it is this factor which is largely 
responsible for the greater speculative 
element in representative oil shares. 
Further than this, however, it is not 
necessary to qualify the shares of Phil- 
lips Petroleum as a commendable me 
dium, offering a fair yield and better 
than-average speculative potentialities. 








Putting Recovery to the Test 
(Continued from page 14) 








stantial excess of any diminution in 
the stream of purchasing power re- 
leased by Federal spending. More- 
over, with the necessity for relief con- 
tinuing, there is no possibility of 
anything more than a gradual tapering 
off in Federal spending. 

It need hardly be said, on the other 
hand, that our economic position has 
been greatly bolstered by various ex’ 
tensions of the Federal credit—a mat- 
ter wholly apart from the rate of 
monthly emergency expenditures. The 
revolving pool of R F C funds has been 
of inestimable help to business in stem- 
ming deflation and _ strengthening 
banks, other financial institutions and 
railroads, etc. Similarly the vast job 
of mortgage rescue work done by 
the Home Owners Loan Corp. and 
the Farm Credit Administration has 
without question been an economic 
life saver. Whatever flaws one may 
pick with the administration of these 
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shift from silk to rayon and other 
synthetic fabrics has been reported. 
With the recent enactment of a 
33. 1/3% tariff in Canada, re-exports 
to that market are barred. Clearly, 
these circumstances portend restricted 
profit margins and the industry can 
draw but scant comfort from the pos- 
sibility that higher silk prices may re- 
store the quality standing of that 
fabric, if this event should mean that 
the industry will be compelled to sac- 
rifice any considerable portion of its 
volume. 

Such companies as Belding Hemin- 
way, Gotham Silk Hosiery and Julius 
Kayser are among the more efficient 
units identified with the silk industry 
in a specialized capacity. These com- 
panies specialize in such trade-marked 
products as thread, hosiery, gloves and 
underwear, and profits, while not likely 
to be entirely immune from the reper- 
cussions of higher prices, will doubt- 
less make a better showing than the 
rank and file of silk fabricators. 

The same conditions which threaten 
the profits of the silk industry play 
directly into the hands of the rayon 
industry. The competitive position of 
silk has been weakened, while that of 
rayon has been strengthened. Rayon 
yarn shipments during September were 
the highest for any month on record 
and weaving mills are using more 
rayon materials in new Spring lines as 
a result of the higher silk prices. 
Hosiery manufacturers are reported to 
be considering the wider use of syn- 
thetic materials in cheaper grades. 
For the full 1935 year, it is more than 
likely that total domestic rayon pro- 
duction will exceed 250 million 


pounds, a new high record. Consump- 
tion, likewise, promises to exceed any 
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previous year. Thus, rayon has ac- 
quired the aspects of a dynamic in- 
dustry. 

Back of the phenomenal growth of 
the rayon industry are not only defi- 
nite fundamental advantages but ex- 
ternal foresight as well. The fact that 
rayon is a chemical product, permit- 
ting more uniform quality and con- 
trolled output, gives it a decided ad- 
vantage over natural fibers. The 
industry is not troubled by excessive 
manufacturing capacity and has been 
singularly free from competitive snip- 
ing. Through continuous research, the 
industry has been enabled not only to 
greatly increase the practical applica- 
tion and uses of rayon but improved 
manufacturing processes have cut costs 
and permitted a lowering of prices to 
the consumer. As a result, the in- 
dustry in 1933 was able to show record 
profits, despite the fact that prices 
averaged 50% below 1929. 

Present prospects indicate sustained 
activity in the rayon industry well into 
the closing weeks of the current year, 
and prices have been firm to mod- 
erately higher and appear likely to 
continue so. In the circumstances such 
leading domestic companies as Indus- 
trial Rayon and Celanese Corp. should 
report fairly good earnings, although 
results of the former company will be 
restricted by the heavy expenses in- 
curred in connection with a 11-week 
labor strike. The main point featur- 
ing the rayon division, however, is that 
it has by no means exhausted its pos- 
sibilities for continued expansion and 
growth. The longer term trend would 
seem clearly to favor increased pro- 
duction and consumption and_ the 
established companies have every op- 
portunity to prosper accordingly. 


New S E C Rulings 
Interpreted 


(Continued from page 29) 








tial. Some governments, of course, will 
apply; Argentine has done so already, 
A similar situation exists in regard to 
foreign corporations whose stocks and 
bonds now enjoy listing privileges in the 
amount of some $3,000,000,000. Re- 
ports from Amsterdam not long ago 
stated that Royal Dutch, rivaling 
Standard Oil (New Jersey) in import- 
ance, would not seek to register the 
American certificates for its stock. 


Holding Company Regulation. 
At the last session of Congress the 
highly complex and controversial mat- 
ter of regulating public utility holding 
companies was thrust into the lap of 


SEC. Inthe words of James M. Lan- 


dis, the Commission’s chairman, S$ EC 
is currently engaged “finding out 
who its customers are.” Incidentally, 


he said also that “there was no reason 
for the wholesale disposition of utility 
securities.” This was gratifying, al- 
though it seemed clear that nothing 
much in the way of utility regulation 
could be done before the regulatory 
laws had been thoroughly tested in the 
courts. 


Investment Trusts. The status of 
investment trusts before SEC is simi 
lar to that of the public utility holding 
companies. Indeed, it was under the 
Utility Law that SEC was “Author: 
ized and directed to make a study of the 
functions and activities of investment 
trusts and investment companies. : 
The study is not yet properly under 
way, but plans have been laid. When 
the investigation is complete, it will re- 
veal undoubtedly wide discrepancies in 
supervisory fees, contracts, objectives 
and capabilities. 


General. The past few months have 
done much to define the position of the 
Securities & Exchange Commission in 
the world of securities. It is no longer 
feared as it once was, either by the pub- 
lic or those who make their living in 
stocks and bonds. It has proved help- 
ful in many ways; aside from all the in- 
vestment information of various kinds 
that SEC has obtained for the public, 
it receives On an average some 400 com- 
plaints a month from individuals, each 
of which is investigated. Moreover, it 
is reassuring to the country that S E C 
itself recognizes its limitations. The 
chairman’s remarks about being unable 
to supervise completely the over-the- 
counter market is a case in point, while 
its admitted inability to stop an infla- 
tionary boom, should one develop, af- 
fords another example. 
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What’s Ahead for the 
Market? 


(Continued from page 9) 








much of the sweetness for the pres- 
ent would seem to be out of most 
recent leaders in the dynamic groups 
above mentioned. In this connection, 
while debit balances show only a 
gradual increase in reflection of pub- 
lic speculation, brokers report a more 
rapid gain in the number of shares 
carried in speculative accounts. This 
can only reflect considerable switch- 
ing out of higher priced issues into 
low price stocks. Since there is a 
reason for any stock to sell at a low 
price, it must be pointed out that this 
tendency is indicative of an increas- 
ingly speculative motif in the market, 
regardless of the continued moderate 
level of brokers’ loans. 

On the bull side, curtailing the prob- 
able scope of any reaction even if it 
may not be strong enough in the pres- 
ent setting to project the general mar- 
ket into another important advance, is 
that ace in the hole: the credit factor 
emphasized in the inflation warning 
sounded by Mr. Gay as referred to 
above. 

As long as the Government's deficit 
financing continues, piling up excess 
bank reserves, there can be no genuine 
liquidating market in stocks or any 
other property. In addition, capital 
gains taxes and income surtaxes make 
large holders of stocks reluctant to take 
profits. The worst that can be said 
is that from time to time speculation 
over-plays these factors and is in dan- 
ger of doing so now, making possible 
intermediate reaction of greater scope 
than has yet been experienced since last 


March. 





Significant Foreign Events 


(Continued from page 19) 








onomic situation is rapidly approaching 
a critical stage. 


When the Cat's Away ... 


Because a Chinese junk, owned by 
Chinese, manned by Chinese, carrying 
a cargo bought by Chinese, was seized 
by Chinese authorities some miles in 
the interior of China, it being alleged 
not to have paid proper duties, Japan, 
owing to the fact that some rice on 
board had once been Japanese, dis- 
patched a cruiser and eight destroyers 


OCTOBER 26, 1935 


to Swatow with a view to obtaining 
satisfaction for discrimination against 
Japanese trade. It will be remembered 
that some time ago Japan politely in- 
formed the Canton Government that 
“Japan’s military arm must necessarily 
penetrate very deeply into South 
China.” It is thought that Japan man- 
ufactured the Swatow “incident” be- 
lieving that the time was opportune 
for such penetration. With Great Bri- 
tain moving her warships from the Far 
East towards the Mediterranean and a 
serious European crisis obviously im- 
pending, why not carry on with the 
annexation-of-China plans while the 
world was otherwise occupied? The 
cnly thing that prevented the arranged 
development of the Swatow “incident” 
was the fortuitous arrival of the 
United States Asiatic fleet which sailed 
into Hong-Kong as the British fleet 
departed. The United States contends 
that the arrival of her ships was 
merely a coincidence in a long planned 
cruise. It was, however, a sufficiently 
happy coincidence to cause Japan, not 
altogether sure as to how far she is to 
be permitted to go with China, to de- 
cide that the opportunity of tomorrow 
might possibly be better than the op- 
portunity of today. 





Bankruptcy As a Cure 
Instead of Business 
Death 


(Continued from page 25) 





Other railway companies are con- 
templating the process of making 
their debts endurable. But there are 
various considerations which are re- 
straining them, such as the hope that 
improving earnings will make it pos- 
sible to give the stockholders a better 
cut when it comes to setting up the 
future structure. 

While precise statistics are not 
available as to the rush of crippled 
corporations to take advantage of 
77B, the record is sufficient to show 
that hundreds of corporations, big and 
little, are on the way to renewed life. 
Among the companies that have been 
mentioned as seeking or having al- 
ready sought new life in the new 
way — business going on as_ usual 

are: The Baldwin Locomotive 
Works; the Studebaker Corp.; the 
Postal Telegraph & Cable Corp.; the 
Bush Terminal Co. of New York City; 
the McCrory Stores; Cheney Bros., 
textile manufacturer of Hartford, 
Conn.; the Botany Worsted Mills of 
Passaic, N. J.; the Standard Gas & 
Electric Co., an outstanding utility; 
the Central & Southwest Utilities Co.; 
Central Public Utility Corp.; Middle- 





KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


‘‘PARTIAL PAYMENT PLAN’’ 
You may buy listed bonds or stocks on 
monthly payments from a long estab- 
lished New York Stock Exchange firm. 
The partial payment plan is described in 
a free booklet. (813) 

MARGIN REQUIREMENTS, COMMISSION 

CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


CHAIN STORE COMPANIES 


Free booklet on Chain Store companies 
sent on request by Weingarten & Co. 
(981) 


“HOW TO PROTECT YOUR CAPITAL 
AND ACCELERATE ITS GROWTH— 
THROUGH TRADING’’ 
Is the title of an interesting article by 
E. B. Harmon of A. W. Wetsel Advisory 
Service, sent upon request. (936) 
AMERICAN HOME PRODUCTS CORP. 
Memorandum concerning this company 
will be sent free on request by Horn- 
blower & Weeks. (982) 
PITTSBURGH AND LAKE ERIE 
RAILROAD 
Special analysis will be sent on request 
by Hoit, Rose & Troster. (983) 


MONTHLY SUMMARY 


Monthly summary of railroad earnings 
available on request from John E. Sloane 
& Co. (984) 

GUARANTEED RAILROADS 
9th Manual on guaranteed railroad stocks 
available on request from Jos. Walker 


& Sons. (985) 











west Utilities Co.; the Consolidated 
Gas Utilities Co.; Cosden Oil Corp.; 
Consolidation Coal Co., a $60,000,000 
concern; Rayon Industries Corp., and 
American Gas & Power Co. 

Recent improvement in business and 
business prospects has operated in some 
cases to hasten reorganization under 
the liberalized bankruptcy laws and in 
other cases to deter such reorganiza- 
tion. The improving prospect has 
brought encouragement to a large num- 
ber of energetic men of business skill 
and management talent who see their 
own interest well served by reorgani- 
zation of crippled concerns. On the 
other hand, the dark cloud of heavy 
taxation which lies before all enter- 
prise, new as well as old, tempts the 
parties in interest in many concerns 
to let them go into the grave through 
the old insolvency routes instead of 
seeking prolongation of life through 
the more modern and humane methods 
of dealing with business cripples. 
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As I See It 
(Continued from page 7) 








by his works, says the Bible. The man 
that this country needs today must be 
a known quantity—a practical and able 
administrator, yet skilled in the way of 
politics, and who has made a record 
during this depression for temperate 
and yet progressive action. Many pos- 
sible candidates have been brought 
forth. It is necessary to test their quali- 
fications on the basis of their bigness 
and their accomplishments. 





More Business to Come 
(Continued from page 22 





cealed flashings and for copper-asphalt 
built-up roofing; Beryllium copper, a 
new alloy used for springs, contacts, 
non-sparking tools, instruments, dies, 
etc.; welding of copper and alloys; cop- 
per roofing; and a new more economical 
and more efficient underground trans- 
mission cable. 

In the oil industry 70 octane gasoline 
has been made available throughout the 
country since 1929 and has been in 
largest degree responsible for the 
marked improvement in automobile en- 
gines over the past five years. Much of 
the fundamental research work respon- 
sible for gasolines of the present high 
anti-knock qualities has been done by 
the Standard Oil Development Co., 
subsidiary of the Standard Oil Co. of 
New Jersey. 

Other developments by the same com- 
pany include “Paraflow’ and “Para- 
tone,” which, blended with lubricating 
oils, improve temperature - viscosity 
characteristics; the phenol extraction 
process for manufacture of improved 
motor oils; hydrosolvents, which are 
produced through the hydrogenation 
process and which in important extent 
have replaced coal tar solvents used in 
the paint and varnish industry; use of 
chlorinated solvents to dewax lubricat- 
ting oils; a super quality aviation gaso- 
line called “Iso-Octane”; the hydro- 
genation process in manufacture of 
lubricating oils; and several new chem- 
ical products, the most important of 
which is methyl-ethyl ketone. In co- 
operation with several other large oil 
companies, Standard has also developed 
the polymerization method of convert- 
ing gases into gasolines. 

The International Business Machines 
Corp. estimates that approximately 66 
per cent of its present gross business 
may be attributed to the technical ad- 
vances made in its extensive list of 


products since 1929. These develop- 
ments include new card punching and 
card sorting equipment, accounting and 
tabulating equipment; proof machine 
for banks, automatic bill feed, portable 
recorder, finger print selector, etc. 

New products by General Motors 
since 1929 include a wide range of air 
conditioning equipment for all applica- 
tions; oil-fired warm air furnaces giving 
winter air conditioning service; Diesel- 
electric power plants for streamlined 
trains and Diesel-electric locomotives. 

New developments by Continental 
Can include a radically improved coffee 
packing process which removes prac- 
tically all the oxygen and which will 
be marketed for the first time in the 
near future; valve-top cans which per- 
mit gases to escape but keep air out; 
cans for motor oil and—the latest nov- 
elty—cans for beer. 

Through research, the doors to prac- 
tically every industry have been opened 
to the widening line of products. of 
the Reynolds Metals Co., according to 
the statement made to us by R. S 
Reynolds, president. General research 
is carried on through the Reynolds Re- 
search Corp. In addition the company 
maintains two other laboratories for 
special work. Research and effective 
promotion have greatly widened appli- 
cation of metal foil, emphasizing deco- 
rative appearance and protective qual- 
ities for containers, wrappings, etc., 
and insulating qualities in refrigerators, 
cabinets, building, etc. The company’s 
‘“Metallation” is now widely used in 
insulation for buildings of all kind. 
Soon to emerge from the laboratory, but 
not yet publicly announced, are various 
new products and processes relating to 
the construction industry. 

In potentialities for ultimate business 

expansion probably nothing is more im- 
portant that the intensive research now 
being directed by dozens of great cor- 
porations at the objective of cheaper 
and better materials and methods of 
residential construction. Experiments 
in varying degrees of residential pre- 
fabrication are only symptoms of a 
much broader trend toward a radical 
technological advance in an industry 
which up to now has let the machine 
age outrun it but which is at last 
alive to the reality that its full recovery 
must depend upon at least partially 
closing this gap. 

It is easy to be sceptical regarding 
such developments. Every few months 
some aspiring journalist surveys the 
pre-fabricated housing field and con- 
cludes that there is much more smoke 
in it than fire. Most people took the 
same attitude toward the automobile in 
its infancy. In 1900 only 4,192 motor 
cars were made. Five years passed be- 
fore the annual figure reached 25,000, 
or less than a single great corporation 
now can turn out in a week. Eight 


years passed before the annual produc- 
tion passed 100,000 cars. Yes, for a 
long time there was more smoke than 
fire in that absurd novelty, the auto- 
mobile. Don’t bet any money that the 
coming technological revolution in hous- 
ing is going to be a flop! It’s on the 
cards, however unpretentious may be 
its present gropings. 
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Before me, a Notary Public in and for the 
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E. Kenneth Burger, who having been duly sworn 
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